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Honorable Mayor, City Commission
City of Huntington Woods, Michigan

Preface

The City of Huntington Woods Finance Department is pleased to present to you the annual
Comprehensive Annual Financial Report (CAFR). This report represents a clear and comprehensive view
of the financial health and strength of the City on June 30, 2006. The City Charter as well as the State
Statue mandate that the City prepare a report outlining the financial position of the City and that the
report be audited by an independent licensed firm of certified public accountants. In doing so, the report
is prepared according to the regulations as set forth by the Governmental Accounting Standards Board
and the State of Michigan Department of Treasury.

All the schedules, data, text and descriptions contained herein are solely the responsibility of the City of
Huntington Woods Finance Officials and Management. To the greatest extent possible the City must rely
upon its policies and procedures that are in place to define roles and responsibilities of its financial
management staff. This is critical to maintain and exercise adequale internal control over the entire
Finance Department. To the best of our knowledge and belief this data is accurate in all material respects
and is reported in a manner that is fair and consistent. The report includes all disclosures and charts
required to enable the reader to understand the City financial structure from a historical, operating and
administrative perspective.

This will be the second year the City has prepared a (CAFR). The format of the report is left almost
entirely unchanged from last fiscal year. The Finance staff has continued to work on the tables, graphs
and charts to present the data to the reader in the clearest form. Where clarification is needed we have
added information, however, the goal is to be as concise as possible, and look for ways to make this report
more useable.

These statements were developed to assist in comparing units of government as well as promoting
uniformity, and fiscal accountability of each. Prior to GASB Statement No. 34, units of government were
only required to report financial information on a fund level basis. Unfortunately, this process
highlighted the short-term financial position of the unit of government and did not provide a platform by
which the long-term financial position could be measured. The full accrual government-wide statements
as presented under GASB 34 allows the reader to assess the financial health of a unit of government in its
entirety, with the emphasis on program costs and long-term operational objectives.
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Report Organization

The Comprehensive Annual Financial Report was prepared to meet the needs of a broad spectrum of
financial statement readers and is divided into the following major sections:

Introductory Section - This section introduces the reader to the City of Huntington Woods and to this
report. Included is this letter of transmittal with continuing disclosure reporting enhancements, the City’s
organizational chart, a list of principal officials and a fund organization chart.

Financial Section - The independent auditor’s report, management’s discussion and analysis letter,
government-wide financial statements, combined fund financial stalements, required supplemental
information and the notes to the financial statements are included here. These are the City’s basic
financial statements and provide an overview for readers who require less detailed information than is
contained in the balance of this report.

Statistical Section - Although this section contains substantial financial data, these schedules differ from
financial statements in that they present some non-accounting data, cover more than the current year and
are designed to reflect social and economic data, financial trends and the fiscal capabilities of the City.

Audit Requirement

The City Charter 1X § 7, and State Statute require an annual audit of financial records and transactions of
public sector units of government to be completed by independent certified public accountants at the
close of each fiscal year. Huntington Woods is in full compliance with this requirement and has recently
received an “unqualified opinion” from Doeren Mayhew Certified Public Accountants for the fiscal year
ended June 30, 2006. This exemplary status lets the reader know that the examination of the financial
records of the City disclosed no conditions that cause the auditors to believe that the financial statements
are not fairly stated in all material respects.

Reporting Entity and Services Provided

The City of Huntington Woods has defined its financial reporting entity in accordance with the
pronouncements of the Governmental Accounting Standards Board. The City of Huntington Woods
(City) is defined as; all funds, agencies, commissions, boards and authorities that are controlled and
managed by the Elected Mayor and City Commission. As of this writing, the City does not contain any
compoenent units of government as per current pronouncements.

The City of Huntington Woods, was incorporated as a village in 1926 and remained so until 1932 when it
became a City under the home-rule City Act 279 of 1909. The City of Huntington Woods has developed
into a well respected full service municipality operating in Southeast Oakland County. This report covers
the operations of the City as relates to all departments and municipal services in its governmental fund
structure, including; a full range of public safety services; sanitation services; recycling services; highway,
streets and sidewalks maintenance/ROW Rights-of-way; Planning, Zoning and building code
enforcement services; Recreational Services and cultural events; and library. Water and Sewage services
are administered through the use of an Enterprise fund which requires the City Commission to set fees for
its operalions on an annual basis through user fees.



GENERAL

RECREATION

SANITATION

MAJOR AND LOCAL ROAD

GENERAL OBLIGATION
RECREATION AND ROAD
DEBT

CAPITAL PLANNING

WATER AND SEWER

EQUIPMENT
POST RETIREMENT
HEALTH CARE BENEFIT

Fund Types and Purposes

PURPOSE - The General fund is the primary operating fund in the
local unit of Government and is used to account for all revenues and
expenditures and activities not specifically or statutorily provided for
in other funds.

PURPOSE - The Recreation fund accounts for the operation and
maintenance of City parks as well as the operation of the Recreation
Department and related programs.

PURPOSE - The Sanitation fund accounts for the operation of the solid
waste collection disposal and recycling functions of the City.

PURPOSE - The Major and Local Road funds are used (1} to receive all
street funds paid to cities and villages by the state, (2) to account for
construction, maintenance, traffic services and snow and ice control on
all streets classified as Local Streets within the local unit of
government (this includes construction done from money raised by
special assessing property owners for street improvements), (3) to
account for revenue from special assessment taxes levied for street
purposes as provided by Act 51 of the Public Acts of 1951, as
amended, and (4) to account for money received from General Fund
contributions.

PURPOSE - These funds are used to record the payment of interest
and principal on long-term general obligation debt other than that
payable from special assessments and debt issued for and serviced
primarily by an Enterprise or Construction Fund.

PURPOSE - This fund is used to account for revenue set aside for
statutory public improvements of a major nature.

PURPOSE - This fund is used to record the operations of the combined
water and sewer system, and is considered an Enterprise Fund.

PURPQSE - These funds are used to support the activities of other
funds, such as the equipment fund which is used as a motor pool to
record the rental, and the subsequent depreciation of equipment, as
well as the recording the cost of retiree health care.

Accounting System and Budgetary Controls

Due to the nature of the operations and legal requirements, the accounting of transactions within the reporling
entity is organized on a “fund basis.” This accounting approach assures compliance with statutory
requirements and enables adequate separations between distinct governmental functions. Each fund is a
distinct, self-balancing accounting entity.
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The budget is annually presented to the City Commission each May as required by City Charter. This
document has been prepared in compliance with the regulations set forth under the Uniform Budget Act, State
of Michigan P.A. 621 of 1978. The act requires that the City of Huntington Woods adopt a balanced categorical
budget where appropriations do not exceed budget revenue. The appropriation/rate resolution as adopted by
the City Commission gives the City Manager and/or the Finance Director the authority to create new funds
and activities in order to maintain adequate financial control, and to make changes between budgetary
categories only. However, all changes of any type must be adopted by the City Commission, and any
adjustments that change the total amount appropriated within a fund in its entirety can only be made by prior
consent of the City Commission.

Historical Overview

The City of Huntington Woods is almost exclusively residential. In fact, 98.2% of the State Equalized Value
(SEV) of the City is comprised of residential properties. The lack of diversity in its tax base has left the City
with no major industrial or commercial property to share the tax burden of providing the full range of city
services. Structural financial problems began to surface approximately fifty years ago. Despite a relatively
high millage rate, the City was unable te provide for all capital and service needs from its annual budget. The
City founders had left a significant amount of undeveleped public property surrounding the perimeter of the
City. It truly was intended to be the “City in the Woods”. The City, however, began selling the undeveloped
property shortly after World War I, to finance needed facilities and satisfy outstanding debt.

In the 1960's and the early part of the 1970’s, the State and Federal Government began to play a role in
municipal operations by providing revenues to equalize tax base inequities. The State Revenue Sharing
program was approved by the State of Michigan, both constitutionally, in 1964, and statutorily, in 1967,
earmarking a share of State taxes for cities. In 1974, the U.S. Congress enacted Federal Revenue Sharing,
returning a portion of the income taxes paid by Huntington Woods' residents directly to the City. From 1970
through 1975, despite receiving additional dollars from the state and federal governments, the City
experienced operational deficits and was forced to borrow funds on three occasions to meet annual budget
obligations. The City population, which was the basis for calculating revenue received from the state and
federal governments, peaked in the 1960 census. The City population has been declining ever since. Despite
the fact that the City was fully developed by 1970, thereby resulting in a stagnant tax base, annual increases in
State Equalized Value (SEV) provided sufficient annual revenue growth. In 1978, though, the Headlee
Amendment to the Michigan Constitution began to limit the annual increase in property taxes received by the
City to the rate of inflation or Consumer Price Index (CPI). Shortly thereafter, City revenue was further
reduced by a significant population loss identified in the 1980 census. The City had no cash reserves and
experienced operating deficits from 1980 to 1983. In 1984, the City modified its fiscal year by changing the date
of tax collections. This led to a one-time infusion of approximately one million dollars ($1,000,000) and took the
City from a deficit to a surplus position based upon the six-month fiscal year and accelerated tax collections.

In 1986, the federal government, facing its own deficits, eliminated Federal Revenue Sharing. From 1970 to
1990, the City experienced a budget surplus in only seven fiscal years. An analysis of overall financial health of
the City, completed in 1990, indicated that the City faced the following problems:

*  There were no capital reserves to replace an aging infrastructure including water mains, storm and
sanitaty sewers and roads, most of which were installed in the 1920%s.

*  Employee postretirement benefits were unfunded or under-funded.

*  State Revenue Sharing reductions due to a decline in population of 7.5% in the 1990 census.

*  Deficits existed in the City’s three major operating funds.

*  Sclid Waste disposal cost increases due to a projected reduction in landfill capacity projected to peak in
2005.
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In 1991, the City adopted a fiscal rebuilding plan. The plan included a voter-approved 1.85 millage increase.
The 1.85 request to volers was a compromise by the City Commission in response to the City Manager's
recommendation of a 3.5 mill increase. The City Manager believed a higher increase was necessary to operate
the City with the same level of services and meet long-term unfunded obligations. The compromise was meant
to provide a stable revenue source for city operations, yet required additional attemptls to reduce operating
costs. One such attempt was a Public Safety Consolidation Study completed in cooperation with the City of
Berkley in 1994. While the consolidation of the two cities' police and fire departments would have saved in

excess of one million dollars ($1,000,000) per year, the consolidation did not happen because neither city found
it politically acceptable.

Also, in 1994, the state government froze property tax assessments to allow an oppartunity to resolve complex
school financing issues. Inequities in school financing had created extraordinary gaps in per-pupil spending
between school districts with wealthy tax basis and districts with low per-pupil tax basis. That same year,
Michigan voters approved Proposal A, which cut school property taxes and shifted the burden to the sales tax.

Proposal A, however, also implemented changes in the property tax system including reduced annual tax
revenue limits for cities. This statute caused the taxable value of a home is annually capped at the rate of
inflation, Consumer Price Index (CPI) or 5%, whichever is less. The cap remains in effect until the home
changes ownership. This event moves the value on the tax roll to the State Equalized Value {(SEV), which is
50% of true cash value. The City receives absolutely no increased revenue from the property's transfer of
ownership. This is because state law limits aggregate property tax revenue from the existing tax base to the
CPL The City is required to annually reduce the millage to certify that property tax collections do not exceed
intlation. This complex system becomes more problematic if the rate of inflation exceeds 5%.

In 1996, the state legislature modified the formula used to distribute state revenue sharing. The legislature
believed that the City of Detroit was receiving more than its fair share of state revenue under the formula.
Because political power had shifted from urbanized southeastern Michigan to western Michigan and out-state
areas, the Senate and House of Representatives enacted changes in revenue sharing distribution. These
changes favor rural areas. The new revenue sharing formula reduced appropriations to older, fully developed
cities with high tax rates and redistributed the funds to growing and rural townships of the State with
generally low local tax efforts. The new revenue sharing formula sunsets in 2007.

The new formula is being phased in over a ten-year period and has adversely impacted the City by reducing
the amount of revenues received from the State. Further compounding state shared revenue losses, is the fact
that, in the 2000 census, the City lost an additional 4%4% of its population. Also, in 2001, 2002 and 2003, the
State, in addressing the implications of a slow economy and increasing state deficits, reduced the amount of
money allocated to the state revenue sharing distribution formula. This has continued through the present
vear, and continues to be a burden on the General Fund Budget. The combination of a slow economy, a new
formula for distribution, and fewer dollars allocated to the formula, compounded by population losses, has
reduced state revenue sharing payments to Huntington Woods for the past three fiscal years. Further
reductions are anticipated in light of the State’s current Chart 1: Employment by Occupation
budget crisis.

In the 1990's, the City met the financial goals and
objectives it adopted in 1991. [t began rebuilding an
aging infrastructure, adequately funding post retirement
reserves, and moving from a general fund deficit in 1990
to cash reserves of approximately $1.3 million dollars in
2000. The cash reserves have allowed the City to weather
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limited and reduced the City’s revenues well into the future. The City’s revenue limits and reductions are now
structural in nature, and not short-term.

In conclusion, both Federal and State policies of the past two decades have required cities to become
increasingly dependent on local property taxes, while the State has limited property taxes to the rate of
inflation. Huntington Woods, a small community with a residential tax base, will be unable to sustain the
current level of municipal spending based on the current revenue structure. Changes are mandatory.

Demographics and Local Government Structure

The City of Huntington Woods, was incorporated in 1927 as a full service municipality located in the S.E.
Corner of Oakland County, Michigan. The City is approximately 1.5 square miles in with a 2000 census
population of 6,151. The City has no industrial or light industrial base whatsoever. Oakland County Assessing
Department placed the City’s (SEV) State Equalized Value as of December 31, 2005 at $429,696,080, and the
Taxable Value at $289,218,680. The City Charter requires the establishment of a Commission-Manager form of
government. The City Commission is comprised of a 5 members whom are elected at large for two and three
vear staggered terms. They are responsible for the appointment of the City Manager, Attorney and Chief of
Police, and for approving of the appointment of the City Treasurer and City Clerk. The Commission is also
responsible for enacting a set of ordinances and resolutions that govern the operation of the City. The City
Manager is appointed by the City Commission and works at their pleasure. The Manager may hire department
personnel at his discretion in order for effective operation of all city departments.

The City of Huntington Woods is entirely developed. Currently, less than % of 1% of the urban lots in
Huntington Woods remains undeveloped. The vast majority of the housing stock in Huntington Woods is
comprised of single-family residential properties. The City has for the last two decades been in a no growth
condition, with the exception of the current propensity for the redevelopment of residential single-family
structures,

The City of Huntington Woods, Michigan, like other Chart 2: Educational Attainment
municipalities, has its own unique demographics, culture
and municipal service mix. The City has remained, for
several decades, an extremely desirable residential
community within the greater Detroit metropolitan area.
As seen in Chart 1 below, the City boasts a relatively high
population of residents employed in management,
professional and related occupations. Moreover, the City’s
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Woods differs from these in some important respects. The
City itself is not typical of the new, burgeoning suburban oo D 1S @i B ot

communities that comprise much of Oakland County. In Prepalian 25 s e

contrast, much of the east side of the City was developed

in the 1920s, and the west side in the 1940s. The housing

stock ranges from large tudor and brick colonial homes to smaller bungalows and ranches. Moreover, the City
is physically structured as a “small-town”, as opposed to the sprawling, impersonal persona of many suburbs.
Within this structure, the “small town” feel and related community amenities are readily apparent. Service
levels are very high and include significant investment in amenities geared toward community-related cultural
and activity-based services. Community involvement is also high with significant participation in committee
work pertaining to municipal governance and policymaking. Essentially, a large number of residents embrace
the City for the unique sense of community, and related for the unique sense of community, and related values
that have developed.
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Not unexpectedly, service demand in
Huntington Woods is extremely high. As
later detailed in this report, residents
enjoy a number of services that are
unknown or infrequently provided in
other communities. Other more common
services are provided at a much higher
level in Huntington Woods. Though it
can’t be quantified, it is highly likely that
these services tend to make Huntington
Woods more desirable to prospective
property owners, thus providing a
residual value lo existing owners. As seen
in Chart 3, property values are relatively
high, and most listed properties sell
within a fairly short time period.

Hless than $50,000 W$50.000-5998.999

O17%

Chart 3; Residential Value

W50%

[35100.000-5148.999 @$150,000-3199.999

W S200.000-5299 959 M S$300,000-5499 599 M $500.000-5898 999 051,000,000 or more

Sauree TG TS 6 ensus Bureau 20in
Aadian value an 0 dedlas s S35 oo

Current Projects and Major Initiatives

The City of Huntington Woods residents passed a new millage in 2003, which called for an over-ride of the
Headlee Amendment back to the original 20 mill limit. The over-ride was necessary and not a moment too soon,
as major reductions in State Shared Revenue as well as property taxes due to the impact of 1993 Proposal-A
served to diminish the City’s revenue stream significantly. The City is continuing to review the information in
the Ad-Hoc report and millage proposal program that has become a regional model for Cities, Villages and
Townships struggling in the poor economic climate in Michigan. Since last year, the City has been diligent in its
program efforts with respect to the changes required in the Ad-Hoc report. The increase in millage has been a
critical component in the City’s recovery efforts. The Chart prepared below illustrates the impact of this
initiative. The results of the increase millage revenue at a time when State Shared Revenue and other revenues
have declined have begun to stop the reduction in the use of un-appropriated fund assets. The goal established
by the Ad-Hoc Committee in cooperation with the City Commission and the Administration was to begin to
have a positive effect on equity in fiscal years 2006 and 2007. The projected fund balance appropriation for the
2006-07 budget completed in May 2006 is zero. A closer review of the current year and the issues we face
regarding the City’s efforts to bring our fund balance to more manageable levels can be seen in the Management
Discussion and Analysis section of this CAFR.

ACTUAL CITY DEFICITS

FISCAL YEARS 2002-2006 (PROJECTED CITY DEFICIT FISCAL 2007)

FISCAL YEAR 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07
REVENUE (INFLOWS) % 4,715,398 |$ 4,699,947 |$ 4,781,615 |$ 5,270,589 |$ 5,653,884 |$ 6,066,056
EXPENDITURE (OUTFLOWS) 4,843,008 1 4,941,083 5,033,289 5,417,544 | 5,817,937 6,066,056
FUND BALANCE ACTUAL 1,282,282 | 1,041,146 789,472 642,517 478,464 478,464
PROJECTED DEFICIT {127,700);  (241,136)] (251,0674) (146,955}  (164,053) -




The Rackham Golf Course has graced our southern border for over eighty years. The course has a stunning
history in the region, and by any measure can be judged as one of the finest public golf courses in the nation.
Although owned by the City of Detroit, the property is within the jurisdictional boundaries of Huntington
Woods. When the Baker Land Development Company sold the land to the Rackham'’s in 1924 there was but one
restriction on the transfer of the land, “it .... Shall be used only as a public park or golf course or for other similar
purpose.” When the Rackham's gave the golf course to the City of Detroit, they further restricted it by stating in
the deed, “The said premises shall be perpetually maintained by said party exclusively as a golf course for the
use of the public and reasonable rules, regulations and charges established”. The Golf Course has been operated
for 81 years and is a constant reminder of the philanthropic efforts of Horace and Mary Rackham, who believed
wholeheartedly in preserving parkland for public use. Recently, the golf course has come under attack by
speculators who are looking to develop the property for commercial and residential use. The City of Huntington
Woods learned about the potential sale of this valuable regional asset, and immediately took up the fight to save
the historical golf course from unwarranted development.

It is likely that the City of Huntington Woods will have limited success in stalling the sale of the property
through a wide range of strategies, including Circuit Court action. It has been estimated that the cost of
litigating the sale of the golf course could reach $400,000. In order to assist in this litigation, the City may set up
a temporary Park Preservation account in order to allow a conduit for our Citizen Groups to donate to this
worthy cause. The City believes that it may be possible to collect upward of $100,000 from charitable donations,
however, this would leave a very large liability still outstanding. The liability and costs of this litigation are
being reviewed at this time. Ultimately, any costs over and above the amount of money collected from outside
agencies and charitable contributions will need to be covered by re-appropriation of fund equity in the 2006-07
budget and will be recorded as such on the June 30, 2007 balance sheet.

Acknowledgements

The City of Huntington Woods is dedicated to maintaining its financial record keeping at the highest standards.
In doing so, we will continue to address local and regional concerns and step up our efforts at the State level to
assure our residents that our voice is heard in Lansing.

The efforts of the Huntington Woods staff in bringing this document to you for the second year cannot be
underestimated. The financial data and its proper disclosure from its raw trial balance format to the CAFR is a
large task that consumes substantial time and effort. The City Manager and Finance Department will continue
to look at ways to make this report as readable as possible. Please do not hesitate to comment and report to us
your concerns.

Additionally, we recognize the outstanding efforts by the various boards and committees. The time given by
our residents and City Commission continue to assure us that Huntington Woods will continue to offer the finest

community environment in Southeast Oakland County. Thank you for all your efforts.

Respectfully Transmitted,

Richard T. Lehmann
Finance Director
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Governmental Funds

General®

Special Revenue
Major Streets
Local Streets
Capital Planning
Recreation®
Sanitation™*

Debt Service
General Debt Service
Street Debt Service
GWK Drain Debt Service

Capital Projects

Proprietary Funds

Enterprise
Water and Sewer*

Internal Service
Equipment
Retirement Benefits
Health Insurance

Fiduciary Funds

Agency
Agency

* Major funds under GASB Number 34
** Presented as a major fund at the City’s discretion
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DOEREN MAYHEW

Certified Public Accountants and Consultants

Independent Auditor's Report

To the Honorable Mayor and Members of the City Commission
of the City of Huntington Woods, Michigan

We have audited the accompanying basic financial statements of the governmental activities, the business-type
activities, each major fund and the aggregate remaining fund information of the City of Huntington Woods, Michigan
as of June 30, 2006, and for the year then ended, which collectively comprise the City’s basic financial statements as
listed in the table of contents. These financial statements are the responsibility of the City of Huntington Woods,
Michigan's management. Our responsibility is to express an opinion on these basic financial statements based on our
audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the basic financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the basic financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall basic financial statement presentation. We believe that our audit provides a reasonable basis for
our opinion.

In our opinion, the basic financial statements referred to above present fairly, in ali material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund and the aggregate
remaining fund information of the City of Huntington Woods, Michigan as of June 30, 2006, and the respective
changes in financial position and cash flows where applicable, thereof for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Govermment Auditing Standards, we have also issued our report dated November 8, 2006 on our
consideration of the City of Huntington Woods, Michigan’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing Standards
and should be considered in assessing the results of our audit.
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DOEREN MAYHEW

The management’s discussion and analysis and budgetary comparison information on pages 3 through 10, 41 through
44 and 47 through 52 are not a required part of the basic financial statements but are supplementary information
required by accounting principles generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management, regarding the methods of measurement and
presentation of the required supplemental information. However, we did not audit the information and express no
opinicn on it.

Our audit was made for the purpose of forming an opinion on the financial statements that collectively comprise the
City of Huntington Woods, Michigan’s basic financial statements. The introductory section, combining and individual
non-major fund financial statements and the accompanying financial information listed as supporting schedules in the
table of contents is presented for purposes of additional analysis and are not a required part of the basic financial
statements of the City of Huntington Woods, Michigan. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly presented in all material
respects in relation to the financial statements taken as a whole. The statistical section on pages 58 through 76 is not a
required part of the basic financial statements, and we did not audit and do not express an opinion on such
information.

|—> N/ TN
DOEREN MAYHEW

November 8, 2006
Troy, Michigan
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City of Huntington Woods, Michigan
Management’s Discussion and Analysis

The City of Huntington Woods, Michigan’s (the “City”) management discussion and analysis (MD&A) is designed to
provide an objective and easy to read analysis of the City’s financial activities based on current information and facts.
The MD&A is intended to serve as an introduction to the City’s basic financial statements. This information is
designed to assist the reader in focusing on significant financial issues, provide an overview of the City’s financial
activity, identify changes in the City’s financial position (its ability to address the next and subsequent years’
challenges), identify significant variances from the approved budget, and identify individual fund issues.

Overview of the Financial Statements

The City’s annual report follows a prescribed format in accordance with the requirements of all Governmental
Accounting Standards Board Statements, as well as Generally Accepted Accounting Principles.

Within the financial section of this comprehensive annual financial report are four major parts: (1) management’s
discussion and analysis, (2) the basic financial statements, (3) required supplemental information, and (4) other
supplemental information that presents combining statements for nonmajor governmental, internal service and agency
funds. The basic financial statements include two kinds of statements that present different views of the City. The first
two statements are government-wide financial statements that provide both long-term and short-term information
about the City’s overall financial condition. The remaining statements are presented on a fund level basis, that focus
on individual parts of the City’s government, reporting its operations in more detail than the government-wide
statements.

The information contained within this MD&A is only a component of the entire financial statements. Readers are
encouraged to read it in conjunction with the transmittal letter found on pages IV through XI and preface as well as the
City’'s financial statements and footnotes, which begin on page 11.

Government-wide Statements

The government-wide statements report information about the City as a whole, using accounting methods similar to
those used by private sector, and are therefore prepared using the accrual basis of accounting. These statements
provide a longer-term view of the City’s finances and whether taxpayers have funded the full cost of providing
governmental services. The first two statements are government-wide financial statements and include the following;

« The statement of net assets presents information pertaining to all of the City's assets and liabilities, with the
difference between the two reported as net assets. Over time, increases and decreases in net assets will serve
as a useful indicator of whether the financial position of the City is improving or deteriorating.

e The statement of activities accounts for all of the current vear’s revenues and expenses regardless of when cash
is received or paid. Thus, revenues and expenses are reported in this statement for some items that will result
in cash inflow or outflow in future fiscal periods. The primary purpose of this statement is to highlight the
relative cost of providing services to the City’s residents and the net impact of these services on total net assets.

Both of the government-wide financial statements distinguish functions of the City that are primarily supported by
taxes and intergovernmental revenues (governmental activities) or from other functions that are intended to recover all
or a significant portion of their costs through user fees and charges (business-type activitics). The governmental
activities of the City include legislative, general government, public safety, public works, library, building and
planning, culture and recreation. The business-type activity of the City includes the water distribution and sewer-
disposal system.,



City of Huntington Woods, Michigan
Management’s Discussion and Analysis, continued

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated for
specific activities or objectives. Fund level financial statements report the City’s operations in more detail than the
Government-wide financial statements. The City uses fund accounting to comply with finance-related legal
requirements. The City’s three fund financial statements include the following:

*  Governmental funds - Most of the City’s basic services are included in governmental funds, which focus on
how cash and other financial assets can readily be converted to cash flow and the fund balances remaining at
the end of the year end that are available for spending. The government fund statements provide a detailed
short-term view that helps the reader determine the amount of financial resources that can be spent in the near
future to finance the City’s programs.

The City maintains three major individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and
changes in fund balances for the General fund, Sanitation fund and the Recreation fund. The City’s seven non-
major governmental funds are combined into a single statement, individual fund data for each of these funds
is provided as combining statements in the section entitled “Other Supplemental Information”. The non-major
governmental funds include Major Street fund, Local Street fund, Capital Planning fund, Debt Service fund,
Street Debt Service fund, GWK Debt fund and the Capital Projects fund.

* DProprietary funds - Services for which the City charges customers a fee are generally reported in proprietary
funds. Proprietary funds, like government-wide statements, provide both long-term and short-term financial
information. The City uses two types of proprietary funds: the Water and Sewer fund is an enterprise fund,
which charges residents usage fees. The other proprietary fund type is internal service funds, of which the
City has three, which are used to report activities that provide services to the other City funds and activities,
typically covered by charges to other City departments. Individual financial statements are presented for each
fund in the section entitled “Other Supplemental Information”. The activities of the internal service funds are
eliminated in the government-wide statements to avoid duplicate reporting of revenues and expenses. The
internal service funds include the Equipment fund, Retirement Benefits fund and the Health Insurance fund.

» Fiduciary funds - Agency funds are used to account for assets held by the City as an agent for individuals,
private organizations, other governments and/or other funds. These funds are custodial in nature (assets
equals liabilities) and do not involve measurement of results of operations. The City is responsible for
ensuring that the assets reported in these funds are used for their intended purposes. These activilies are
excluded from the City’s government-wide financial statements because the City cannot use these assets to
finance its operations. However, these amounts may be appropriated to the Capital Planning Fund for use at
the discretion of the City Commission.

Notes to the Financial Statements

The notes to the financial statements provide additional information that is essential to a full understanding of the data
provided in the governmental-wide and fund financial statements.

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain required
supplemental information. This information includes budgetary comparisons for the City’s General fund, Sanitation
fund and Recreation fund. Following the required supplemental information is a section containing other
supplemental information. This includes combining statements for the City’s non-major governmental funds, internal
service funds and fiduciary funds. Tmmediately following the supplemental information is a statistical section, which
provides certain information pertaining to general government revenues, expenditures, tax revenues and collections,
demographic, and other statistical information,
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City of Huntington Woods, Michigan
Management’s Discussion and Analysis, continued

Budgetary Basis of Recording: Major Governmental Funds

Actual results of the general fund versus its budget as established and amended by the City Commission revealed a
positive difference of $126,549. Since the millage vote passed in 2003, the City is attempting to reduce its reliance on
the re-appropriation of the general fund balance. In the past 5 years, the City has been forced by reductions in revenue
and increases in a variety of expenditure categories to re-appropriate nearly one million dollars to balance tight
budgets. The City was able in this year to reduce its reliance on fund balance to $164,053. This included a large
appropriation to the post retirement fund of $147,500. The City was fortunate as well to collect revenues in its general
fund equal to $95,986 more than was anticipated when compared to the amended 2005-06 revenue projections at year-
end. On the expenditure side the City was able to spend $30,563 less than what was appropriated. The concern
however, is to maintain the balance between the amount of monies the City has in its unappropriated reserve and the
amount needed to balance the general fund at year end. As was indicated in the preface of this CAFR, the City is
under unigue pressure given the activity surrounding the Rackham Golf Course and subsequent costs. The City will
begin the 2006-07 fiscal year with a smaller fund balance than has been available to the City in 14 years. The size of the
fund balance has major impact on the ability of the City to maintain adequate cash flow and investments. The
objective in passing the millage vote in 2003 was to begin the process of increasing the unappropriated fund excess to a
more prudent and manageable level. This would include the possibility of increasing the appropriations to the Capital
Planning Fund, as well as the potential of using a budget stabilization fund to begin placing monies away to maintain
our current level of services during tough economic cycles.

The reduction of our current fund balance levels began during the recent economic slump in 2001 and has continued to
the present. In May 2006, the City Commission passed a resolution for the 2006-07 budget that did not include any
appropriation of prior year funds. This represented the first fully balanced General Fund Budget in six years.

The completion of the 2005-06 budget year saw the City reduce its reliance on fund balance, however, a few major
issues are on the immediate horizon that stand as a major impediment on moving forward.

A. LAND AND PARK FRESERVATION INITIATIVES

The City is facing an enormous economic challenge with respect to recent developments in the Rackham
Golf Course matter. The un-appropriated fund balance in the General Fund is being compromised by this
effort. The City will continue to look at means by which it can continue to pursue the directives of the City
Commission, as well as maintain a balanced budget at fiscal year end June 2007. The current projection is
that the City will need to increase its appropriation from fund balance again this year even though it began
the year without an appropriation.

B. GASB’s 43 and 45 - OTHER POST EMPLOYMENT BENEFITS REQUIREMENTS (OPEB)

The requirement to actuarially determine the cost of post retirement benefits for public sector units of
government is not new. Huntington Woods belongs to the MERS (Municipal Employees” Retirement
System of Michigan), and as such we have the obligation to adequately disclose the status of the retirement
program within our financial statements. The requirement to show the real cost of current and future
liabilities in the pension program has been done for years. These numbers were always disseminated in
the notes to the financial statements in year-end audit disclosures. Although the results of the calculations,
however critical, are not included as an unfunded liability on the balance sheet, we have been required to
disclose in note format the results of actuarially determined data and the long-term liability to the City of
the pension programs we maintain.



City of Huntington Woods, Michigan
Management’s Discussion and Analysis, continued

The City will be required beginning the first fiscal year ending after December 31, 2008 to disclose information
pertaining to the plan, cost, and unfunded liability as they pertain to OPEB benefits. In order to do so, the City entered
into an agreement with an actuarial firm to study the cost of OPEB benefits in the future. The results of the study will
be the basis for disclosing the amount of money that is required in present day dollars (present value) to fund the cost
of health care in the future for the current retirees and the present city employees. The cost of health care has been
rising substantially in the last few decades with no signs of abating. The requirement to show this liability on the
balance sheet, although onerous is necessary. The unfunded actuarial accrued liability (UAAL) will be key to
establishing what the annual required contribution (ARC) will be. We are well on our way in our review in order to
establish the total unfunded liability, as well as the ARC. The administration believes this figure will be very large and
amount to a cost approaching 15% of payroll or $450,000 as of December 31, 2006. This present value projection will be
the amount the City is required to fund in ils entirety every year. The City of Huntington Woods currently spends
approximately $409,000 to pay for the current cost of retiree health care, although this is being done as a pay-as-you-go
basis. The City, therefore, will be required to annually pay for the present cost of health care of its retirees, and as
required by the GASB pronouncement, fund the ARC each year. Any amount of the ARC remaining unfunded in any
given year will be shown as an increase in liability in the next fiscal year.

Without any question the changes brought about by the GASB to disclose the long-term cost and financial implications
of OPEB benefits on the financial statements cannot be understated or underestimated. In the short-term, the City will
need to look carefully at the ramifications of funding these UAAL costs and plan to pay the ARC in its entirety each
year. There is no question that the services we provide and the balances we maintain in our governmental and
enterprise funds will be compromised by the decision to fully fund the ARC each year. Minimum fund balance levels
will become an issue as the City is obligated to finish the year with a balanced budget as per the Uniform Budget Act.
Any unforeseen expenditure will cause the budget to be overspent, therefore creating a negative variance and
reducing fund balance further.

Additionally, this has been another difficult year for the City in dealing with the resulls of the Emerald Ash Borer
insect that has destroyed all 400 ash trees in the City. This tree epidemic has caused the sanitation fund to significantly
overspend during the year. The major and local road funds as well as the sanitation fund have been impacted as the
expected removal and replacement cost of our tree stock will be in excess of $250,000.

The City continues to aggressively review expenditures and revenue estimates at the end of each fiscal year in an effort
to reduce the instances of negative budget variances.

Financial Position Statement

The City used a portion of the general fund balance in each of the last six years. The change in fund balance in the
General Fund is illustrated in the chart available in the preface of this document.

This use of fund balance to balance the budget is due to many factors including reduction in revenue sharing, major
increases in employee benefits, and major changes in interest earnings. The most significant concern is the reduction in
our taxing ability brought about by the Headlee Amendment and Proposal A. These initiatives have combined to
cause the City to be unable to raise additional tax dollars to replace those lost by cost increases and revenue sharing
reductions. The City Commission has taken steps to curb the reduction of fund balance by increasing user fees and
adopling a balanced budget in 2006-07, however as indicated above, the City is under enormous pressure as it pertains
- to the cost of legal services and continued health care costs that are escalating at increasing rates.

The millage override vote in 2003 has been critical to the City in its efforts to post a balanced 2006-07 budget. At this
point the City has utilized 1.00 mill of the override. The City will be able to continue increasing the millage levy at the
discretion of the City Commission until the new millage equals the declining Headlee tax millage limit. At that point
the City may not levy additional millage. Therefore, although the millage over-ride vote brought the millage up to 20
mills as per the charter, the dynamics of the Headlee formula will prevent the City from ever levying an amount equal
to this value. The chart below serves as an illustration of this principle.
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City of Huntington Woods, Michigan
Management’s Discussion and Analysis, continued

Yearly Yearly
Amountof  Maximum  Increase/Decrease  Increase/Decrease
Additional Amount Over Prior Year's Over No Millage
Year Levy l.evied Levy Levy

2003 13.5408
2004 0.5000 14.0408 0.7708
2005 0.5000 14.2600 0.2192 1.2554
2006 $.5000 14.4748 0.2148 1.7303
2007 0.5000 14.6853 0.2105 2.1957
2008 0.5000 14.8916 0.2063 2.6518
2009 0.5000 15.0938 0.2022 3.0087
2010 0.5000 15.2919 0.1981 3.5368
2011 0.5000 15.4860 0.1942 3.9660
2012 0.5000 15.6763 0.1903 4.3867
2013 0.5000 15.8628 0.1865 4.7990
2014 0.5000 15.7889 -0.0739 49463
2015 0.0000 15.4775 -0.3114 4.8518
2016 0.0000 15.1680 -0.3096 4.7548

The City is continuing its efforts to complete the tasks set by the Ad-Hoc Operational and Financial Analysis
Committee. The following action items have been in place for a period of two years at this point, and are still germane:

= A reduction in spending and budget spending delays based upon the implementation of a study completed by
an AD-HQC Financial Analysis Committee including a series of 29 directives for reductions in expenditures
city-wide, as illustrated in the Letter of Transmittal.

* Further budget reductions and delays in capital project spending,.

* Increase in millage by .50 mills per year as per voter approval.

* Implementation of recent changes in the building department structure. The City has reviewed the cost of
operating the building department and has made significant changes that will allow the City to collect revenue
commensurate with the cost of operating the building department.

The City of Huntington Woods as a Whole

The City's combined total of net assets for the fiscal year ended June 30, 2006 is $20.2 million. Comparative analysis of
government-wide data is being presented for tiscal years 2006 and 2005.

Combined unrestricted net assets, the part of net assets that can be used to finance day-to-day operations, is reported
as $3.6 million in fiscal year ended 2006. Of this amount, $1.7 million is unrestricted net assets reported for the City’s
governmental activities.



City of Huntington Woods, Michigan
Management’s Discussion and Analysis, continued

The information below shows total assets, total liabilities and total nets assets as of June 30, 2006 and 2005, in a
condensed format.

Governmental Business-Type Governmental Businegss-Type
Activities 2006 Activities 2006 Total Activities 2005 Activities 2005 Total
Current Assels $ 3,124,626 5 200,027 $ 5,134,653 & 3,632,866 $ 1,918,531 5 5,001,397
Capital Assets 26,656,857 2,623,592 29,280,449 26,399,780 2,725.534 29,625,314
Total assets 29,781,483 4,633,619 34,415,102 30,532,646 4,644,068 35,176,711
Long-Term Lebt 12,612,552 170,653 12,783,205 13,262,589 215427 13475416
Other Liabilitics 1,218,769 164,965 1,383,734 1,622,924 277,173 1,900,087
Total
liabilities 13,831.321 335,618 14,166,93% 14,885,913 492,600 15.378,513
et Assers
Invested in
C. api tal Assets,

Net of Debt 14,050,776 2,452,939 16,503,715 13,718,189 2,510,107 16,228,296
Restricted 136,015 - 136,015 136,015 - 136,015
Unrestricted 1,763,371 1,845,062 3,608,433 1,792,529 1,641,358 3,433.887

Total Net
Assets 3 15,550,162 $ 4,298,001 $ 20,248,163 $ 15,646,733 ] 4,151,465 % 19,798,198

The following shows the change in net assets as of June 30, 2006 and 2005, in a condensed format.

Governmental Business-Type Governmental Business-Type
Activities 2006 Activities 2006 Total Activities 2005 Activities 2005 Total
Program Revenues:
Charges for services 1Y 1,997 721 % 1,721,141 % 3,718,862 3 1,927,417 % 1,611,279 % 3,538,696
Operaling grants and
contributions 397,712 - 397,712 380,025 - 380,025
Capital grants and
contributions 5,055 - 9,053 8,465 - 8,465
Ceneral Revenues:

Property taxes 5,783,176 - 5,783,176 5A499,185 - 5,499,185

State-shared revenues 586,265 - 586,265 591,245 - 591,245

Interest earnings 152,226 40,942 193,168 106,576 26,878 133 454

Other revenue 185,778 - 185,778 244,749 - 244,749

Total revenues 9,111,933 1,762,083 10,874,016 8,757,662 1,638,157 10,393,819
Program Expenses:

Ceneral government 3,718,636 - 3,718,636 3,862,617 - 3,862,617

Public safety 1.682A02 - 1,682,452 1,598,567 - 1,598,367

TPublic works 264,741 - 264,741 217,363 - 217,363

Library 452,332 - 452,332 435,380 - 435,380

Maintenance 408,529 - 408,529 407,231 - 407,231

‘I'raftic services 33,308 - 33,308 15,756 - 15,756

Snow and ice removal 43,566 - 43,966 58,644 - hB,644

Administrative 114,557 - 114,557 206,666 - 206,666

Aguatic Club 152,307 - 182,307 189,009 - 189,009

Recreation 1,528,134 - 1,528,134 1,365,100 - 1,365,100

Interest expense 495,986 - 495,986 524,043 - 524,043

Water - 1,499,103 1,499,103 - 1,598,457 1,598,457

Tolal program
EXPENSES 8,924 948 1,499,103 10,424,051 5,880,376 1,598,457 10,478,833
Excess {Deflciency)

Belore Transfers 186,985 262,580 449,965 (122714} 39,700 (83,014}
Transters 116,444 {116,444} - 106,435 (106,433) -
Increase (Decrease) in

Net Assets 303,429 146,536 449,965 £16,279) (66,735 (83,014}
INet Assets - Beglnning of

Year 15,646,733 4,151,465 19,793,168 15,663.012 4,218,200 19,881,212
Net Assets - End ot

Year 3 15,950,162 % 4,295,001 % 20,248,163 $ 15,646,733 $ 4,131,465 % 15,798,198




City of Huntington Woods, Michigan
Management’s Discussion and Analysis, continued

As referenced in the chart above, the City was able during the recent fiscal year to increase its net asset worth by
$449,965. We believe that the increased millage rate coupled with a good investment earnings helped us achieve
this positive movement. In addition, the conservative budget and reductions in capital spending reduced the
overall cost of providing government-wide services. The headway made this year is necessary and needs to be
increased during the next few fiscal years. The manner in which we move forward with the legal challenges
presented by the Rackham case as well as the improvement in the economic climate will determine whether we
can increase our net asset value and reduce our liabilities in the years to come.

Looking forward, the City is at a point where our long-term debt most likely will increase over the next 3-4 years,
The current long-term debt picture shows a total of $12,612,552 in total debt obligations. The principal balance was
reduced by $650,437 this fiscal year (please refer to the Notes to the Financial Statements Note 4). The great
preponderance of this amount is covered by debt millage issued outside of the Headlee tax limitation formula,
although a small portion is P.A. 99 installment debt paid from Ad-Valorem taxes. The City may levy the amount
of millage in any given year equal to the amount needed to pay its current year bonded debt obligations. The
amount of millage needed to pay this debt in 2005-06 was 3.9832 mills, which includes overlapping debt for the
Oakland County GWK Drain. The statutery limit on the debt levy for the City equals 10% of the State Equalized
Value or $42.9 million. The City currently has debt outstanding equal to 28.6% of this value.

The City is currently reviewing the following projects that will include debt levies in the near future:

¢ 11 Mile Road Reconstruction
¢ Local Road Reconstruction

Other issues on the table involve the levy of debt for the Rackham Golf Course and the viability of a debt levy in
the future to handle the costs involved in the new GASB 43 and 45 pronouncements, pending a legislative change
that would allow the City to levy debt for this purpose.

Major changes in capital assels are unlikely in the fiscal year 2006-07. Capital assets will change within a few years
once the 11 Mile project has progressed. It is likely that other projects including the potential purchase of Rackham
Golf Course and the re-development of the local street system via a bond issue will add to the capital asset values.
Other changes to the capital asset picture from the purchase of smalt equipment and vehicles for the DPS fleet is
likely, however, this will not change the overall value of the capital assets to any large degree.

Inter-fund transfers have increased over the last fiscal year by 18.23%. This is due to a number of factors including
larger than anticipated transfers to pay for the Recreation Fund administration and programs. The City maintains
a high level of recreation programming. This has reached its peak since the re-development of the Recreation
Center. On an overall basis, 70% of the cost of operating the recreation facility is paid by program revenue.
Unlortunately, 30% or about $540,000 is paid by transfers from the general fund. This is in large part due the
change in census patterns at the elementary school, as a large portion of the revenue received are due to revenue
directly related to the latch-key programs. The other area of major concern is the cost of the Post Retirement
Benefit Fund. This internal service fund is set up to handle the current liability for health care and related benefits
for current retirees. In addition, the City maintains a reserve in the fund equal to the accrued liability of current
sick and vacation benefits for its workforce. The cost of maintaining these balances with health-care rising at
double digit rates is high. We will in the next few years be faced with additional costs associated with QPEB
requirements. The City must look at ways to reduce the amount of money transferred to the Recreation Fund by
working with the Recreation Department in finding ways to reduce the fixed cost of operation.



City of Huntington Woods, Michigan
Management’s Discussion and Analysis, continued

The cost of inter-fund transfers on the General Fund will increase in the next few years in order to pay for the cost
of funding the Annual Required Contribution (ARC) under the OPEB pronouncements. Ultimately with no new
revenue projected other than tax revenue from increased millage levies, the net impact to the general fund will be
great. The Administration is currently looking at measures to reduce expenses in the General Fund in order to
allow additional monies to be transferred for OPEB purposes.

SUMMARY

The City is making continual progress in reducing the financial impact caused by Proposal A, reductions in statutory
revenue sharing and the current recession in Michigan. The City has already utilized 1.5 mills of the new millage in
the 2006-07 fiscal year. The Administration and City Commission must be vigilant in carefully reviewing the impact of
property litigation regarding the Rackham Golf Course and the onerous requirements of the upcoming OPEB changes.
The continued reduction in the fund balance has left the City vulnerable to unforeseen budget shortfalls. The City has
appropriated a balanced 2006-07 budget. The balance sheets included in this transmittal allow a good starting point
for the long awaited recovery. The Administration feels confident we can continue this trend.

The Administration will now set its sights on preparation for the 2008 11 Mile Road program, as well as other local
road projects that may require bond votes. The City is still working under the no-growth program as established by
the Ad-Hoc Financial and Analysis Committee and the majority of the original recommendations have been
implemented. The City must still take steps to reduce expenditures, reduce staff where possible, and assure that the
appropriate fees are posted for services rendered.

The City has taken proactive steps to complete actuarial studies on the impact of GASB’s 43 and 45. The impact of
these changes will be felt in 2009, although the City may at its discretion implement these changes early. Based upon
the preliminary report and data from other similar communities, we believe that the impact of the pronouncements
will be detrimental to the General Fund. Without question, further reductions and belt tightening will be needed in
order to adequately fund these initiatives.

This report is intended to provide the citizens, taxpayers, customers and investors with a general overview of the
City’s financial position. Care has been taken to clearly and accurately describe the financial state of the City as of the
close of business June 30, 2006. We would welcome any comments on its content and presentation. Please feel free to
contact the City Finance Department should you have any comments or need clarification on any of the financial
statements.
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CITY OF HUNTINGTON WOODS, MICHIGAN

STATEMENT OF NET ASSETS
JUNE 30, 2006
Primary Government
Governmental Business-Type
Activities Activities Total
Assets
Cash and cash equivalents (note 1) $ 206984 % 44,221 251,205
Investments (note 2) 2,601,677 1,424,502 4,026,179
Receivables
Accounts receivable 189,450 475,407 664,857
Contracts 40,303 - 40,303
Special assessments 63,957 - 63,957
Accrued interest 19,255 - 19,255
Due from other governmental units 3,000 - 3,000
Prepaid items - 1,730 1,730
Inventories - 64,167 64,167
Capital assets, net (note 3)
Assets not depreciated 89,802 1,000 90,802
Construction-in-progress 3,748,688 - 3,748,688
Assets being depreciated 22,818,367 2,622,592 25,440,959
Total assets 29,781,483 4,633,619 34,415,102
Liabilities
Bank overdraft 270,426 - 270,426
Accounts payable and contract retainages 171,146 85,028 256,174
Accrued expenses 85,726 57,552 143,278
Due to other funds - 3,000 3,000
Deposits 31,871 19,385 51,256
Other liabilities 659,600 - 659,600
Noncurrent liabilities (note 4)
Due within one year 784,166 17,560 801,726
Due in more than one year 11,828,386 153,093 11,981,479
Total liabilities 13,831,321 335,618 14,166,939
Net Assets
Invested in capital assets, net of related debt 14,050,776 2,452,939 16,503,715
Restricted for
Construction projects 136,015 - 136,015
Unrestricted 1,763,371 1,845,062 3,608,433
Total net assets $ 15950,162 % 4,268,001 20,248,163

See accompanying notes to financial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN

BALANCE SHEET - GOVERNMENTAL FUNDS

JUNE 30, 2006

Cash and cash equivalents
Investments
Receivables
Accounts receivable
Taxes
Due from other funds
Inventories
Prepaid items

Total assets

Liabilities
Bank overdraft
Accounts payable
Accrized and other liabilities
Due to other funds
Other liabilities

Total liabilities

Fund Balances

Reserved for
Special Revenue Funds

Unreserved
Designated
Capital Projects
Undesignated
Special Revenue Funds
Debt Service Funds

Total fund balances

Total liabilities and
fund balances

ASSETS
Other
Major Funds Nonmajor Total
General Sanitation Recreation Governmental Governmental
Fund Fund Fund Funds Funds

$ - s - $ 23,448 S 59,346 & 82,794
650,220 247,000 120,000 790,157 1,807,377
118,089 - 2,703 68,658 189,450

35,380 4,384 536 - 40,303

- - - 3,000 3,000

19,255 - - - 19,255

42,929 - - - 42,926

% 865,873 $ 251,384 % 146,650 5 921,161 S 2,185,108

LIABILITIES AND FUND BALANCES

$ 124,603 S 145,823 $ - S - $ 270426
48,514 59,609 27,086 22,012 157,221

45,590 1,501 33,674 4,052 84,817

147 500 - - - 147,500

21,202 - 10,669 - 31,571

387,409 206,933 71429 26,064 691,835

- - - 136,015 136,015

73,194 - - - 73,194

- - - 979 979

405,270 44,451 75,261 - 524,982

- - - 333,340 333,340

- - - 424,763 424,763

478464 44,451 75,261 895,097 1,493,273

% 865,873 $ 251,384 $ 146,690 $ 921,161 % 2,185,108

See accompanying notes to financial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN
RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
AND STATEMENT OF NET ASSETS

JUNE 30, 2006

Amounts reported for governmental activities in the statement of net assets are different because:

Total fund balances for governmental funds $ 1,493,273

Capital assets used in governmental activities are not financial

resources and are not reported in the funds 25,629,741
Long-term liabilities are not due and payable in the current

period and are not reported in the funds - bonds payable (12,451,036)
Internal Service Funds are included as part of governmental

activities 1,284,655
Compensated absences are included as a liability in

governmental activities {(6,471)

Net assets of governmental activities $ 15,950,162

See accompanying notes to financial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2006

Revenues

Properly taxes and special
AZSESSIMCeNts

Licenses and permits

Intergovernmental

Charges for services

Aquatic Club charges

Program fees

Fines and forfeits

Interest

Other

Total revenues

Expenditures

Current
General government
Public safety
Public works
Library
Maintenance
Traffic services
Snow and ice removal
Administrative
Aquatic Club
Recreation
Employec benefits
Professional services

Capital cullay

Debt service
Principal

Interest and other charges

Total expendilures

Excess of Revenues Over (Under)
Expenditures

Other Financing Sources {Uses)
Translers - in
Transfers - out

Total other financing

sources {uses)
Net Change in Fund Balances
Fund Balances - July 1, 2005

Fund Balances - June 30, 2006

Other
Major Funds Nonmajor Total
General Sanitation Recreation Governmental Governimental
Fund Fund Fund Funds Funds

5 4,069,489 ] 503,398 61,580 $ 1,148,709 3 5,783,176
340,215 - - - 340,215
601,144 - - 375,205 976,349
90,598 - - - 50,598

- - 186,133 - 186,133

- - 811,148 - 811,148
230,160 - - - 250,160
83,809 7,623 102 31,586 128,170
213,419 9,505 10,386 57,622 290,932
5,653,884 520,526 1,069,349 1,613,122 8,856,881
1,082,652 - - - 1,082,652
1,623,006 - - 1,623,066
208,016 - - - 208,616
429,309 - - - 424,309

- - - 408,529 408,529

- - - 33,308 33,308

- - - 43,966 43,966

- 76,367 - 38,190 114,557

- - 182,307 182,307

- - 1,390,945 - 1,350,945
1,327,708 21,750 - - 1,349,458

- 425,197 - - 426,197

- - - 177,156 177,156

- - - 730,554 730,554

- - - 495,986 495,986
4,671,351 523,314 1,573,252 1,927,689 8,695,606
982,533 (2,788) (503,903) (314,567 161,275
140,654 - 501,689 382,371 1,024,914
{1,287,240) {25,210 - {35,000 {1,347 450)
{1,146,586) (25,210) 501,889 347,371 {322,536)
{164,053) (27,998) (2,014) 32,804 {161,261)
642,517 72,449 77,275 862,293 1,654,534

$ 478 464 5 44,451 75,261 $ 805,097 S 1,493,273

See accompanying notes to financial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2006

Net change in fund balances - total governmental funds $ (161,261)

Amounts reported for governmental activities in the statement of activities
are different because:

Governmental funds report capital outlays as expenditures. However,
in the statement of activities, the cost of those assets is allocated
over their estimated useful lives as depreciation expense. This is
the amount by which capital outlays exceed depreciation in the
current period (170,566)

Bond proceeds provide current financial resources to governmental
funds, but issuing debt increased long-term liabilities in the
statement of net assets. Repayment of bond principal is an
expenditure in the governmental funds, but the repayment
reduces long-term liabilities in the statement of net assets.
This is the amount by which proceeds exceeded repayments 650,262

Some expenses reported in the statement of activities do not require
the use of current financial resources and, therefore, are not
reported as expenditures in government funds 174

Internal Service Funds are used by management to charge the costs
of certain activities, such as insurance to individual funds. The
net expenses of the Internal Service Funds is reparted with
governmental activities (15,180)

Change in net assets of governmental activities S 303,429

See accompanying notes to financial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN
STATEMENT OF NET ASSETS - PROPRIETARY FUNDS

JUNE 30, 2006
Business-Type Governmental
Activities Activities
Water Internal
Fund Service Funds
Assets
Current Assets
Cash and cash equivalents % 44,221 5 124,190
Investments 1,424,502 764,300
Receivables 475,407 -
Prepaid expenses 1,730 21,028
Due from other funds - 147,500
Inventories 64,167 -
Total current assets 2,010,027 1,087,018
Noncurrent Assets
Capital assets, net
Assets not depreciated 1,000 -
Assets being depreciated 2,622,592 1,027,116
Total noncurrent assets 2,623,592 1,027,116
Total assets 3 4633619 & 2,114,134
Liabilities
Accounts payable and contract $ 85028 % 13,925
Accrued expenses 57,552 909
Deposits and other 19,385 -
Due to employees - 659,600
Due to other funds 3,000 -
Noncurrent liabilities
Due within one year 17,560 24,853
Due in more than one year 153,093 130,192
Total liabilities 335,618 829,476
Net Assets
Invested in capital assets, net of related debt 2,452,939 872,071
Restricted for
Other purposes - 180,000
Unrestricted 1,845,062 232,584
Total net assets 4,298,001 1,284,655
Total liabilities and net assets 3 4,633,619 § 2,114,134

See accompanying notes to financial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS -
PROPRIETARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2006

Business-Type Governmental
Activities Activities
Water Internal
Fund Service Funds
Operating Revenues
Charges for sales and services $ 1,713,505 & -
Penalties 6,131 -
Charges to other funds of the City - 202,660
Other 1,505 28,336
Total operating revenues 1,721,141 230,996
Operating Expenses
Sewage disposal costs 588,163 -
Water purchases 286,922 -
Fayroll and benefits 322,478 -
Depreciation 101,942 153,145
Other 199,598 556,067
Total operating expenses 1,499,103 709,212
Operating Income (Loss}) 222,038 (478,216)
Nonoperating Revenues
Interest income 40,042 24,006
Transfers - In (Out) (116,444) 438,980
Change in Net Assels 146,536 (15,180}
Net Assets - July 1, 2005 4,151,445 1,299,835
Net Assets - June 30, 2006 3 4,298,001 % 1,284,655

See accompanying notes to financial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN
STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2006

Cash Flows From Operating Activities:
Receipts from customers
Payments to suppliers for goods and services
Payments to employees for services

Net cash provided from (used in) operating activities

Cash Flows From Noncapital Financing Activities:
Interfund transfers

Cash Flows From Capital and Related Financing Activities:
Acquisition of property, plant and cquipment
Proceeds from sale of capital assets
Bank overdraft
Proceeds from long-term debt
Payments of long-term debt

Net cash used in capital and related financing activities

Cash Flows From Investing Activities:
Interest received

Net Increase {Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents - July 1, 2005
Cash and Cash Equivalents - June 30, 2006

Reconciliation of operating income (loss) to net cash provided from
(used in) operating activities:

Operating income (loss)
Depreciation
Gain on sale of capital assets

Adjustments to reconcile operating income (loss) to net cash provided from

(used in) operating activities:

Decrease in receivables

Increase in prepaid expenses

Increase in due from other funds

Increase in inventories

Decrease in accounts payable and contract
Decrease in deposits and other

Increase in due to other funds

Increase in other liabilitics

Total adjustments

Net cash provided from (used in} operating activities

Business-Type Governmental
Activities Activities
Water Internal

Fund Service Funds
5 1,722,595 b 230,996
(1,197,643} {225,633)
{322,478) {451,056)
202,874 (445,693)
{116,444) 438,980
- (193,504)
- 41,567
- (191,981}
- 98,100
(44,774) (17,808)
(44,774) (263,626)
40,942 24,056
§2,598 (246,283)
1,386,125 1,164,773
% 1,465,723 5 918,490
) 222,038 S (478,216)
101,942 153,145
- (9,144)
1,854 10,631
(1,730 {1,065)
- {97,500)
(9,022) -
{121,210} (96,693)
(765) -
3,000 -
6,767 73,149
(121,106) (111,478)
S 202,874 & (445 ,693)

See accompanying notes to financial statements
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City of Huntington Woods, Michigan
Notes to Financial Statements

June 30, 2006

Note 1

Significant Accounting Policies

The accounting policies of the City of Huntington Woods, Michigan (the “City”) conform to accounting
principles generally accepted in the United States of America (GAAP) as applicable to governmental units.
The following is a summary of the significant accounting policies used by the City of Huntington Woods,
Michigan:

Reporting Entity

The City has adopted the position of the Governmental Accounting Standards Board (GASB) as outlined
in its Statement 1 regarding the definition of a reporting entity. The City of Huntington Woods, Michigan
is governed by an elected mayor and a four-member commission. A full-time City Manager is appointed
by this body to carry out the policies that are established. The City has no component units, or entities for
which the City is considered financially accountable.

Government-wide and Fund Financial Statements

The government-wide (inancial statements (i.e., the statement of net assets and the statement of activities)
report information on all of the non-fiduciary activities of the primary government. The effect of interfund
activity has been removed from these statements. Governmental activities, normally supported by taxes
and intergovernmental revenues, are reported separately from business-type activities, which rely to a
significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
aclivity ave offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or activity. Program revenues include: (1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
activity, and (2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or activity. Taxes and other items not included among program
revenues are reported as general revenue.

Separate financial statements are provided for governmental funds, proprietary fund, and fiduciary funds,
even though the latter are excluded from the government-wide financial statements. Major individual
governmental funds and major individual enterprise funds are reported as separate columns in the fund
financial statements.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting, as are the proprietary fund and the fiduciary fund. Revenue is
recorded when earned, and expenses are recorded when the liability is incurred, regardless of the timing
of related cash flows. Property taxes are recognized as revenue in the year for which they are levied.
Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenue is recognized as soon as it is both measurable
and available. Revenue is considered to be available if it is collected within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose, the City considers revenues to
be available if they are collected within 60 days of the end of the current fiscal period. Expenditures
generally are recorded when a liability is incurred, as under accrual accounting. However, debt service
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City of Huntington Woods, Michigan
Notes to Financial Statements, continued

June 30, 2006

Note 1

Significant Accounting Policies - Continued

Measurement Focus, Basis of Accounting, and Financial Statement Presentation - Continued

expenditures, expenditures relating to compensating absences, and claims and judgments are recorded
only when payment is due.

The City reports the following major governmental funds:

General fund - The General fund is the City’s primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in another fund.

Sanitation fund - The Sanitation fund accounts for the operation of the sclid waste collection, disposal
and recycling functions of the City.

Recreation fund - The Recreation fund accounts for the operation and maintenance of city parks, as
well as the operation of all recreation programs and leisure activities, including the operation of the
City pool.

The City reports the following major proprietary fund:

Water and Sewer fund - The Water and Sewer fund accounts for the operation and maintenance of the
water supply system, as well as the City sewage disposal infrastructure. It is financed primarily
through user charges.

Additionally, the City reports the following fund types:

Internal service fund - Internal service funds account for major machinery and equipment purchases
and maintenance, as well as risk management services provided to other departments of the City on a
cost reimbursement basis. They also account for health care benefits provided to qualified employees
during retirement, as well as a health insurance fund to provide for self-funding of health care
benefits.

Agency fund - The Agency fund is custodial in nature (assets equal liabilities) and do not involve the
measurement of results of operations. The fund is used to account for assets held by the City as an
agent for individuals, private organizations, other governments and/or other funds. The City is
responsible for ensuring that the assets reported in this fund are used for their intended purposes. The
Agency fund cannot use these assets to finance its operations. However, these amounts may be
appropriated to the Capital Planning Fund for use at the discretion of the City Commission.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are charges between the City’s water and sewer function and
various other functions of the City. Elimination of these charges would distort the direct costs and
program revenues reported for the various functions concerned.

Proprietary funds distinguish operating revenue and expenses from non-operating items. Operating
revenue and cxpenses generally result from providing services in connection with the proprietary fund’s
principal ongoing activities. The principal operating revenue of our proprietary fund relates to charges to
customers for water sales and services and sewage disposal. Operating expenses for proprietary funds
include the cost of water, sewer disposal, operations and maintenance, general and administrative
expenses, and depreciation of capital assets. All revenue and expenses not meeting this definition are
reported as non-cperating revenue and expenses.
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City of Huntington Woods, Michigan
Notes to Financial Statements, continued

June 30, 2006

Note 1

Significant Accounting Policies - Continued

Measurement Focus, Basis of Accounting, and Financjal Statement Presentation - Continued

The City applies all GASB pronouncements as well as the Financial Accounting Standards Board
pronouncements issued on or before November 30, 1939, unless those pronouncements conflict with or
contradict GASB pronouncements. Governments also have the option of following subsequent private-
sector guidance for their business-type activities and enterprise funds, subject to this same limitation. The
City has elected not to follow subsequent private-sector guidance.

Property Tax Revenue

Property taxes are levied on each July 1% on the taxable valuation of property as of the preceding
December 31, Taxes are considered delinquent on March 1% of the following year, at which time
penalties and interest are assessed. Any real property taxes not paid by March 1%, following the due date,
are purchased by the County and paid to the City. The County Treasurer takes over collection
responsibility at that date. Delinquent personal property taxes are less certain as to ultimate collection
and, therefore, are paid to the City upon collection.

The City’s 2005 tax is levied and collectible on July 1, 2005, and is recognized as revenue in the year ended
June 30, 2006, when the proceeds of the levy are budgeted and available for the financing of operations.

The 2005 taxable valuation of the City totaled $289,218,680, of which taxes levied consist of 19.2012 mills
for general and debt service purposes. This resulted in $5,553,346 for general and debt service purposes,
exclusive of any Michigan Tax Tribunal or Board of Review adjustments. Once these adjustments were
made, the amount available for general and debt service purposes was $5,783,176. These amounts are
recognized in the respective General, Special Revenue and Debt Service Funds financial statements as tax
revenue.

Assets, Liabilities and Net Assets or Equity

Cash and Investments - Cash and cash equivalents include cash on hand and demand deposits.
Investments include all short-term instruments of less than three months when acquired, as well as
investment instruments as allowed by P.A. 20 of 1943 as amended and the City’s investment policy.
Investments are stated at fair value. To the extent that cash from various funds has been pooled, pooled
investment income is generally allocated to each fund using a weighted average cash balance per fund.
Throughout the year ended June 30, 2006, the City had cash balances with a major single financial
institution in excess of $100,000, which is covered by the Federal Depository Insurance Corporation. At
June 30, 2006, no single investment instrument was in excess of the FDIC insurance limit.

Receivables and Payables - In general, outstanding balances between funds are reported as “due to/from
other funds.” All trade and property tax receivables are shown net of allowance for uncollectible accounts.

Inventories and Prepaid Items - [nventories are valued at cost, on a first-in, first-out basis. Inventories of
governmental funds are recorded as expenditures when consumed rather than when purchased. Certain
payments to vendors reflect costs applicable to future fiscal years and are recorded as prepaid items in the
financial statements.

Capital Assets - Capital assets, which include property, plant, equipment, and infrastructure assets {e.g.,
roads, sidewalks, and similar items), are reported in the applicable governmental or business-type
activities column in the government-wide financial statements. Capital assets are defined by the City as
assets with an initial individual cost of more than $5,000 and an estimated useful life in excess of one year.
Such assets are recorded at historical cost or estimated historical cost if purchased or constructed.
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City of Huntington Woods, Michigan

Notes to Financial Statements, continued

June 30, 2006

Note 1

Significant Accounting Policies - Continued

Assels, Liabilities and Net Assets or Equity - Continued

Buildings, equipment and vehicles are depreciated using the straight-line method over the following
useful lives:

Buildings 40 years
Building improvements 40 years
Infrastructure 60 years
Machinery and equipment 7 -15 years
Office equipment/furniture 5-10 years
Vehicles 7 years

Compensated Absences (Vacation and Sick Time) - It is the City’s policy to permit employees to
accumulate earned but unused vacation and sick pay benefits. All vacation and sick pay is accrued when
incurred in the government-wide and proprietary financial statements, accrued compensated absences are
paid upon employee termination.

Long-term Obligations - In the government-wide financial statements, long-term debt and other long-
term obligations are reported as liabilities in the applicable governmental activities, business-type
activities or proprietary fund-type statement of net assets. Bond premiums and discounts, as well as
issuance costs, are deferred and amortized over the life of the bonds using the effective interest method.
Bonds payable are reported net of the applicable bond premium or discounts. Bond issuance costs are
reported as deferred charges and amortized over the term of the related debt. In the fund financial
statements, governmental fund types recognize bond premiums and discounts, as well as bond issuance
costs, during the period. The face amount of debt issued is reported as other financing sources. Premiums
received on debt issuances are reported as other financing sources, while discounts are reported as other
financing uses. Issuance costs are reported as debt service expenditures.

Fund Equity - In the fund financial statements, governmental funds report reservations of fund balance
for amounts that are not available for appropriation or are legally restricted by outside parties for use for a
specific purpose. Designations of fund balance represent tentative management plans that are subject to
change.

Use of Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.
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City of Huntington Woods, Michigan
Notes to Financial Statements, continued

June 30, 2006

Note 1

Significant Accounting Policies - Continued

Budgetary Information

The City is legally subject to the budgetary control requirements of the State of Michigan P.A. 621 of 1978
(the Uniform Budgeting Act). The following is a summary of the requirements of this Act according to the
State Treasurer’s “Bulletin for Audits of Local Units of Government in Michigan” dated April 1984

+ Budgets must be adopted for the General Fund, Special Revenue Funds, Debt Service Funds and
Capital Projects.

+ Budgeted expenditures cannot exceed budgeted revenues and fund balance.
o The budgets must be amended when necessary.

¢  Public hearings must be held before budget adoptions.

¢ Expenditures cannot exceed budget appropriations.

« Expenditures must be authorized by a budget before being incurred.

Budgeted amounts of the revenues and expenditures presented for the governmental funds are a
summarization of the budgeted amounts as originally adopted, or as amended by the City Commission.
Individual amendments were not material in relation to the original appropriations that were adopted for
the general, special revenue, or debt service funds. Budget appropriations lapse at year-end and
encumbrances are not included as expenditures. A comparison of the budget with statements of actual
revenues and expenditures, including budget variances, for the above funds, is included as required
supplemental information. Budgets have been prepared on a basis consistent with generally accepted
accounting principles.

Budget Compliance

P.A. 621 of 1978, Section 18 (1), as amended, provides that a local unit of government shall not incur
expenditures in excess of the amount appropriated. The City appropriated $290,602 from the unreserved
fund balance for operations. For the fiscal year ended June 30, 2006, $164,053 was used for this purpose.
The General Fund finished the year with 100% of all appropriations spent in aggregate, however for the
year ended June 30, 2006, the following accounts incurred excess expenditures over the amount
appropriated:

Final
Budget Actual Variance Percentage

General Fund:

Administrative % 917,887 % 952,694 & 34,807 4%

Transfers - out 1,139,740 1,287,240 147,500 12%
Special Revenue Funds:

Sanilation % 542,791 & 548,524 % 5,733 1%

Capital Planning 152,321 177,003 24,682 14%
Debt Service Funds:

Debt Service $ 411,950 % 412,088 % 138 1%

Street Debt Service 508,216 508,278 62 1%

The funds had adequate fund balance to cover the expenditures in excess of amounts appropriated.
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City of Huntington Woods, Michigan

Notes to Financial Statements, continued

June 30, 2006

Note 1

Note 2

Significant Accounting Policies - Continued

Budget Compliance - Continued

The City established the Health Insurance Fund, an Internal Service Fund on July 1, 2002 for the purpose
of providing a fund by which future employee health insurance costs may be charged.

Deposits and Investments

Michigan Compiled Laws, Section 129.91 (Public Act 20 of 1943, as amended) authorizes local
governmental units to make deposits and invest in the accounts of federally insured banks, credit unions,
and savings and loan associations that have offices in Michigan. The local unit is allowed to invest in
bonds, securities, and other direct obligations of the United States or any agency or instrumentality of the
United States; repurchase agreements; bankers’ acceptances of United States banks; commercial paper
rated within the two highest classifications that matures not more than 270 days after the date of purchase;
obligations of the State of Michigan or its political subdivisions that are rated as investment grade; and
mutual funds composed of investment vehicles that are legal for direct investment by local units of
government in Michigan. To the extent that cash from various funds has been pooled in an investment,
related investment income is allocated to each fund based on relative participation in the pool.

The City has designated one bank for the deposit of its funds. Each financial intermediary, broker, or
dealer that holds the City’s funds must be provided with a copy of the investment policy and comply with
the policy. The investment policy adopted by the commission in accordance with Public Act 196 of 1997
has authorized investment in all of the above securities. The City’s deposits and investment policy are in
accordance with statutory authority.

Deposits

The deposits of the City as of June 30, 2006 amounted to $154,574 in the accounts of the bank (without
recognition of checks written but not vet cleared or of deposits in transit) of which $54,574 was covered by
federal depository insurance and the remainder was uninsured and uncollateralized. The City believes
that due to the dollar amounts of cash deposits and the limits of FDIC insurance, it is impractical to insure
all bank deposits. As a result, the City evaluates each financial institution with which it deposits City
funds and assesses the level of risk of each institution; only those institutions with an acceptable estimated
risk level are used as depositories.
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City of Huntington Woods, Michigan
Notes to Financial Statements, continued

June 30, 2006
Note2 - Deposits and Investments - Continued
Investments

As of June 30, 2006, the City had the following investments and maturities:

Less Than 36 6-12 12-24 24-36
Investment Type Totals 3 Months Months Meonths Months Months
Money Market Fund S 674464 § 674464 S - 5 - $ - $ -
Federal Farm Credit BKS CONS 300,849 - - - 300,849
Federal Home Loan Bank (FIILB) 1,675,865 199,669 545961 643,712 238,086 48,437
Federal National Mortgage Corporation (FNMA) 1,878,329 424,200 800,870 - 410,695 242 564

§ 4,529,507 $1,298,333 $ 1346831 $ 643712 $ 949630 % 291,001

The investments presented on the Statement of Net Assets from the primary government and agency fund
includes accrued interest of $3,328 as of June 30, 2006.

Interest Rate Risk. Interest rate risk is the risk that the value of investments will decrease as a result of a rise
in interest rates. State law limits the allowable investments and the maturities of some of the allowable
investments. The City's investment policy does not have specific limits in excess of state law on
investment maturities as a means of managing its exposure to fair value losses arising from increasing
interest rates.

Credit Risk. State law limits investments in commercial paper to the top two ratings issued by nationally
recognized statistical rating organizations (NRSROs). It is the City’s policy to limit its investments in these
investment types to the top rating issued by NRSROs. As of June 30, 2006, the City’s investments in
commercial paper were rated Al by Standard and Poor’s and P1 by Moody's Investors Service.

Diversification. The City's investment policy suggests that the City “diversify by security type and

institution”, and that no more than 50% of the portfolio is in a single financial institution. The current
portfolio is well diversified to an average of 4% in any one investment instrument.

-26 -



City of Huntington Woods, Michigan

Notes to Financial Statements, continued

Note2 - Deposits and Investments - Continued

Custodial Credit Risk. For an investment, custodial credit risk is the risk that, in the event of the failure of
the counterparty, the City will not be able to recover the value of its investments or collateral securities
that are in the possession of an outside party. State law does not require and the City does not have a
policy for investment custodial credit risk. At year end, none of the City’s investments were subject to

custodial credit risk due to one of the following:

[nvestments were book-entry only in the name of the City and were fully insured.

Investments were part of a mutual fund.
Investments were held by an agent in the City’s name.

At year end, the City’s investment balances were categorized as follows:

YIELD CURRENT
I'AR INVESTMENT MATURITY TO MARKET
AMOUNT VEHICLE COUPON DATE S&pP MATURITY VALUE

Not

215,311  Moeney Market Fund 5.18% Liquid rated 518% & 215,311
Not

33,501 Money Market Fund A4.77% Liquid rated 4.77% 33,501

200,000 Federal Home Loan Bank 3.76% 11/17/06 AAA 5.40% 199,669

300,000 Federal Farm Credit BKS CONS 3.13% 12/11/06 AAA 5.50% 300,849

300,000  Federal Home Loan Bank 4.00% 4/18/07 AAA 5.60% 298,871

100,000 Federal Home Loan Bank 4.25% 6/28/07 AAA 5.60% 98,785

130,000 Federal National Mortgage Corp MT 3.50% 4/21/08 AAA 570% 145,424
Not

101,448  Money Market Fund 4.93% Liquid rated 4.93% 101,448
Not

29,648 Money Market Fund 1.10% Liquid rated 1.10% 29,648
Not

5402  Money Market Fund 4.97% Liguid rated 4.97% 5,402
Not

6,340 Money Market Fund 3.74% Liquid rated 3.74% 6,340

300,000 Federal Home Loan Bank 4.00% 6/22/07 AAA 5.60% 295,863

350,000 Federal National Mortgage Corp 3.50% 8/15/06  AAA 5.20% 353,861
Not

29,797 Money Market Fund 4.57% Liquid rated 4.57% 29,797

350,000 Federal National Mortgage Corp 4.38% 10/15/06  AAA 5.30% 352,249

250,000  Federal Home Loan Bank 2.38% 10/30/06 AAA 5.40% 250,068

71,000 Federal National Mortgage Corp MT 2.50% 11/28/06 AAA 5.40% 70,339

250,000  Federal Home Loan Bank 2.55% 4/5/07 AAA 5.50% 246,055

270,000  Federal National Mortgage Corp 3.25% 1/15/08 AAA 5.50% 265,271

250,000  Federal Home Loan Bank 3.35% 12/26/08 AAA 5.40% 238,086

50,006  Federal Home Loan Bank 3.50% 1/30/09 AAA 5.40% 48,437

250,000 Federal National Mortgage Corp MT 3.80% 2/17/09 AAA 5.60% 242,564
Not

30,317 Money Market Fund 4.22% Liguid rated 4.22% 30,317
Not

200,661 Money Market Fund 4.21% Liquid rated 1.21% 200,661
Not

22,040 Moncey Market Fund 3.58% Liquid rated 3.58% 22,040

450,000 Federal National Mortgage Assoc MTN 3.00% 9/14/06 AAA 5.30% 448,621

Average
yicld-to-
Average Coupon maturity 4.95%,
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City of Huntington Woods, Michigan
Notes to Financial Statements, continued

Note 3 - Capital Assets

Capital assets activity of the primary government's governmental and business-type activities was as
follows:

Balance Balance
July 1, 2005 Additions Reductions  June 30, 2006

Governmental Activities:
Capital assets, not being depreciated:

Land $ 89,802 % - $ - $ 89,802
Construction-in-progress 3,748,688 - - 3,748,688
Total capital assets, not being
depreciated $ 3838490 $ - 3 - S 3,838,450
Capital assets, being depreciated:
Infrastructure - roads and sidewalks $ 19543654 - % - $ 19,543,654
Vehicles 15,869 - - 15,868
Office equipment and furniture 861,524 43,496 - 905,020
Library books and fine arts 678,182 - - 678,182
Machinery and equipment 2,740,388 214,566 216,147 2,738,807
Land improvements 194,928 160,693 - 355,621
Buildings and improvements 8,873,091 18,223 - 8,891,314
Total at historical cost $ 32907636 % 436,978 § 216,147 § 33,128,467
Accumulated depreciation;

Infrastructure - roads and sidewalks $ 4,550,529 % 302,861 S - $ 4,853,390
Vehicles 6,172 882 - 7,054
Office equipment and furniture 806,885 (78,028) - 728,857
Library books and fine arts 637,165 3,022 - 640,187
Machinery and equipment 1,235,248 171,771 183,724 1,223,295
Land improvements 132,319 30,933 - 163,252
Buildings and improvements 2,478,028 216,037 - 2,694 065

Total accumulated depreciation $ 9846346 $ 647,478 § 183,724 S 10,310,100

Total capital assets, being
depreciated, net $_ 23061290 % {210,500) $ 32423 § 22818367

Total Governmental Activities
Capital Assets, Net $ 26893780 % (210,500) & 32,423 3 26,656,857
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City of Huntington Woods, Michigan
Notes to Financial Statements, continued
June 30, 2006

Note3 - Capital Assets - Continued

Depreciation included in the determination of operating income is computed on the straight-line basis over
estimated useful lives ranging from 5 years to 60 years. Land is a non-depreciable asset. Depreciation
expense was charged to functions/programs of the primary government as follows:

Governmental Activities:

General govermment $ 298,449
Public safety 59,386
Public works 56,125
Library 23,023
Recreation

210,495

Total depreciation expense - governmental activities $ 647478

The City adjusted accumulated depreciation for the year ended June 30, 2006 to account for several items
that were over-depreciated by approximately $184,000 in prior years.

The City's interest in the George W. Kuhn portion of the Twelve Town Drain System that is owned and
operated by several governmental agencies has been reflected under the caplion of construction-in-
progress in the accompanying financial statements. Liabilities to the County for construction of the
sewage disposal facilities are recorded in the government-wide statement of net assets as noncurrent
liabilities of the City because related debt service charges are financed largely by property taxes levied
instead of by user charges. Accordingly, property and equipment related to County sewer operations are
not recorded in the Water Fund rather they are recorded in governmental activities.

The City's interest in the initial Twelve Town Drain System has not been recorded in capital assets due to
the immateriality of the net book value of the asset.

Balance Balance
July 1, 2005 Additions Reductions  June 30, 2006

Business-Type Activities:
Capital assets:

Buildings and improvements $ 7499 § - % - $ 7,499
Land 1,000 - - 1,000
Machinery and equipment 427 467 - - 427 467
Water and sewer mains 3,354,200 - - 3,354,200
Water meters 241,351 - - 241,351
Subtotal 4,031,517 - - 4,031,517
Accumulated depreciation 1,305,983 101,942 - 1,407,925
Net capital asset $ 2725534 $ (101,942) % - 5 2,623,592

Depreciation included in the determination of operating income is computed on the straight-line basis over
estimated useful lives ranging from 5 years to 60 years. Land is a non-depreciable asset. Depreciation
expense at June 30, 2006 amounted to:

Water Fund $ 101,642
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City of Huntington Woods, Michigan
Notes to Financial Statements, continued

June 30, 2006

Note 4

Long-Term Debt

Governmental Activities:

Compensatory time

Recreation Center
Improvement Bonds

Street Improvement Bonds

Street Improvement Bonds

George W, Kuhn Drain
Bonds 2000-A

George W. Kuhn Drain
Bonds 2000-B

George W. Kuhn Drain
Bonds 2002-C

George W. Kuhn Drain
Bonds 2002-D

George W. Kuhn Drain
Bonds 2002-E

Recreation Center
Installment Loan

Bus Installment Loan

Street Sweeper Installment Loan

Total Governmental Activities

Business-Type Activities:

Vactor Installment Loan
Vactor Building Installment Loan

Total Business-Type Activities

Total

A summary of changes in long-term debt is as follows:

Balance Additions Balance Due Within
_July 1, 2005 (Reductions) June 30, 2006 One Year

$ 6,645 & (174) $ 6,471 & -

3,900,000 (250,000) 3,650,000 300,000

2,350,000 {150,000 2,200,000 150,000

3,325,000 {125,000) 3,200,000 150,000

492,663 (23,647) 469,016 24,273

186,197 (7,047) 179,150 7,830

2,473,652 (103,356) 2,370,296 105,862

99,284 {(3,915) 95,369 3,915

298,167 (10,962 ) 287,205 10,962
56,628 (56,628 - -

74,753 (11,452) 63,301 11,857

- 91,744 91,744 12,596

13,262,989 (650,437 12,612,552 777,695
27,902 (27,902} - -

187,525 (16,872) 170,653 17,560

215,427 {44,774 170,653 17,560

$ 13478416 $ (695,211) § 12783205 & 795255
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City of Huntington Woods, Michigan
Notes to Financial Statements, continued

June 30, 2006

Note 4

Long-Term Debt - Continued

At June 30, 2006, long-term obligations consisted of:

Governmental Activities:

Compensatory time - Public Safety

Recreation Center Improvement Bonds dated July 1, 1998;
annual principal payments of $165,000 to $550,000, due
serially to October 1, 2014; interest rates of 4% to 6%
(original issue totaled $4,915,000)

Street Improvement Bonds dated April 1, 1999; annual
principal payments of $150,000 to $300,000, due serially
to October 1, 2014; interest rates of 4% to 6% (original
issue totaled $3,500,000)

Street Improvement Bonds dated April 1, 2001; annual
principal payments of $75,000 to $500,000, due beginning
October 2003 serially to October 1, 2015; interest rates of
4% to 4.5% (original issue totaled $3,500,000)

George W. Kuhn Drain Bonds 2000-A dated April 1, 2001;
annual principal payments of $21,000 to $36,000, due
beginning April 2003 serially to April 1, 2022; interest rate
at 2.5% (original issue totaled $560,001). These represent
the City’s portion of the total bonds issued by Oakland
County

George W. Kuhn Drain Bonds 2000-B dated April 1, 2001;
annual principal payments of %6200 to $15,500, due
beginning April 2003 serially to April 1, 2022; interest rate
at 2.5% (original issue totaled $205,772). These represent
the City’s portion of the total bonds issued by Oakland
County

George W. Kuhn Drain Bonds 2002-C dated April 1, 2002;
annual principal payments of $100,850 to $161,142, due
beginning April 2005 serially to April 1, 2024; interest rale
at 2.5% (original issue totaled $2,574,502). These
represent the City’s portion of the total bonds issued by
Oakland County

Total this page
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City of Huntington Woods, Michigan
Notes to Financial Statements, continued

Note4 - Long-Term Debt - Continued

Governmental Activities - Continued:

Total - from previous page

George W. Kuhn Drain Bonds 2002-D dated April 1, 2002;
annual principal payments of $3,915 to $6,264, due
beginning April 2005 serially to April 1, 2024; interest rate
at 2.5% (original issue totaled $99,284). These represent
the City’s portion of the total bonds issued by Oakland
County

George W. Kuhn Drain Bonds 2002-E dated April 1, 2002;
annual principal payments of $10,962 to $22,551, due
beginning April 2005 serially to April 1, 2024; interest
rates of 4% to 5.25% (original issue totaled $309,129).
These represent the City’s portion of the total bonds
issued by Oakland County

Bus Installment Loan dated August 26, 2004; semi-annual
principal and interest payments of $6,896, due April and
October to April 1, 2011; interest rate at 3.21%

Street Sweeper Installment Loan dated September 29, 2005;
semi-annual principal and interest payments of $7,812,
due March and September to September 29, 2012; interest
rate at 2.97%

Business-Type Activities:

Vacter Building Installment Loan dated November 10, 2004;
semi-annual principal and interest payments of $11,680,
due April and October to October 1, 2014; interest rate at
3.49%

Total long-term debt
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City of Huntington Woods, Michigan
Notes to Financial Statements, continued
June 30, 2006

Note4 - Long-Term Debt - Continued

The following is a summary of annual debt service requirements to maturity for the above
bonds, followed by the detailed bond payments:

Governmental Activities

Principal Interest Total
2007 $ 752,842 % 463,168 $ 1,215,010
2008 806,914 429,629 1,236,543
2009 936,141 395,289 1,331,430
2010 990,370 358,245 1,348,615
2011 1,119,912 317,459 1,437,371
2012-2016 6,396,467 866,751 7,263,218
2017-2021 836,400 157,996 994,396
2022-2025 611,990 33,966 645,956

$ 12451036 $ 3022503 $ 15473539

Amount of Interest Date of Principal Interest
Date of Issue Issue Rate Maturity Payments Pavable

Recreation Center Improvement Bonds

7/1/98 $ 4,915,000 6.00% 10/1/06 $ 300,000 % 145,100
4.70 10/1/07 300,000 129,050
4.00 10/1/08 350,000 115,000
4.00 10/1/09 350,000 101,000
4.00 10/1/10 400,000 86,000
4.00 10/1/11 450,000 69,000
4.00 10/1/12 450,000 51,000
4.00 10/1/13 500,000 32,000
4.00 10/1/14 550,000 11,000
$ 3650000 % 739,150
Amount of Interest Date of Principal Interest
Date of Issue Issue Rate Maturity Payments Payable

Street Improvement Bonds

4/1/99 $ 3,500,000 4.00% 10/1/06 b 150,000 % 85,000
4.00 10/1/07 200,000 78,000

4.00 10/1/08 225,000 69,500

4.00 10/1/09 225,000 60,500

4.00 10/1/10 250,000 51,000

4.00 10/1/11 250,000 41,000

4.00 10/1/12 300,000 30,000

4.00 10/1/13 300,000 18,000

4.00 10/1/14 300,000 6,000

5 2200000 $ 439,000
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City of Huntington Woods, Michigan

Notes to Financial Statements, continued

June 30, 2006

Note 4

Long-Term Debt - Continued

-34 -

Amount of Interest Date of Principal Interest
Date of Issue Issue Rate Maturity Pavments Pavyable
Street Improvement Bonds
4/1/01 % 3,500,000 4,125% 10/1/06 $ 150,000 3% 136,194
4.250 10/1/07 153,000 129,913
4.250 10/1/08 200,000 122,475
4.250 10/1/09 250,000 112,913
4.250 10/1/10 300,000 101,225
4.250 10/1/11 300,000 88,475
4.350 10/1/12 350,000 74,488
4.500 10/1/13 500,000 55,625
4.500 10/1/14 500,000 33,125
4.375 10/1/15 500,000 10,938
i 3,200,000 & 865,371
Amount of Interest Date of Principal Interest
Date of Issue Issue Rate Maturity Payments Payable
George W. Kuhn Drain Bonds 2000-A
4/1/701 3 560,001 2.5% 4/1/2007 $ 24273 % 11,726
25 4/1/2008 24,743 11,118
2.5 4/1/2009 25,369 10,500
2.5 4/1/2010 25,996 6,866
2.5 4/1/2011 26,779 9,216
2.5 4/1/2012 27,405 8,546
2.5 4/1/2013 28,031 7,862
25 4/1/2014 28,814 7,160
2.5 4/1/2015 29,441 6,440
2.5 4/1/2016 30,224 5,704
2.5 4/1/2017 31,007 4,948
2.5 4/1/2018 31,790 4,174
2.5 4/1/2019 32,573 3,378
2.5 4/1/2020 33,356 2,564
2.5 4/1/2021 34,139 1,730
2.5 4/1/2022 35,076 876
% 469,016 § 105,808




City of Huntington Woods, Michigan
Notes to Financial Statements, continued
June 30, 2006

Note4 - Long-Term Debt - Continued

Amount of Interest Date of Principal Interest
Date of Issue Issue Rate Maturity Payments Payable
George W. Kuhn Drain Bonds 2000-B
4/1/01 $ 205,772 4.7500% 4/1/2007 % 7830 $ 9302
5.0000 4/1/2008 7,830 8,930
5.0000 4/1/2009 8,613 8,538
5.0000 4/1/2010 8,613 8,106
5.0000 4/1/2011 9,304 7,676
5.0000 4/1/72012 9,396 7,206
5.0000 4/1/2013 10,179 6,736
5.1000 4/1/2014 10,962 6,228
5.2000 4/1/2015 10,962 5,668
5.2500 4/1/2016 11,745 5,098
5.3000 4/1/2017 12,528 4,482
5.3500 4/1/2018 13,311 3,818
5.3750 4/1/2019 13,311 3,106
5.3750 4/1/2020 14,094 2,390
5.3750 4/1/2021 14,877 1,632
5.3750 47172022 15,503 834
$ 179150 % 89,750
Amount of Interest Date of Principal Interest
Date of Issue Issue Rate Maturity Payments Payable
George W. Kuhn Drain Bonds 2002-C
4/1/02 $ 2,574,502 2.5% 4/1/2007 $ 105,862 % 59,258
2.5 4/1/2008 108,524 56,610
2.5 4/1/2009 111,186 53,898
2.5 4/1/2010 114,005 51,118
2.5 4/1/2011 116,824 48,268
2.5 4/1/2012 119,769 45,348
25 4/1/2013 122,774 42,352
2.5 4/1/2014 125,906 39,284
2.5 4/1/2015 129,038 36,136
2.5 4/1/2016 132,327 32,910
25 4/1/2017 135,615 29,602
2.5 4/1/2018 138,204 26,210
2.5 4/1/2019 142,349 22,738
2.5 4/1/2020 145,951 19,180
2.5 4/1/2021 149,553 15,530
2.5 4/1/2022 153,211 11,792
2.5 4/1/2023 157,226 7,960
2.5 4/1/2024 161,142 4,028
$ 2370296 % 602,222
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City of Huntington Woods, Michigan

Notes to Financial Statements, continued
June 30, 2006

Note 4

Long-Term Debt - Continued

Date of Issue

George W. Kuhn Drain Bonds 2002-D

4/1/02

Date of Issue

George W. Kuhn Drain Bonds 2002-E

4/1/02

Amount of Interest Date of Principal Interest
Issue Rate Maturity Payments Payable

% 89,284 2.5% 4/1/2007 $ 3915 % 2,384

2.5 4/1/2008 4,072 2,286

25 4/1/2009 4,228 2,184

2.5 4/1/2010 4,228 2,078

2.5 4/1/2011 4,385 1,974

25 4/1/2012 4,541 1,864

25 4/1/2013 4,541 1,750

25 4/1/2014 4,698 1,636

2.5 4/1/2015 4,855 1,520

25 4/1/2016 5,011 1,398

25 4/1/2017 5,168 1,272

25 4/1/2018 5,168 1,144

2.5 4/1/2019 5,324 1,014

25 4/1/2020 5481 880

2.5 4/1/2021 5,638 744

2.5 4/1/2022 5,794 602

2.5 4/1/2023 5,951 458

2.5 4/1/2024 6,107 310

2.5 4/1/2025 6,264 156

8 95369 § 25,654
Amount of Interest Date of Principal Interest
Issue Rate Maturity Payments Pavable

5 309,129 4.40% 4/1/2007 $ 10,962 $ 14,204

4.50 4/1/2008 11,745 13,722

4.50 4/1/2009 11,745 13,194

4,50 4/1/2010 12,528 12,664

4.50 4/1/2011 12,528 12,100

4.60 4/1/2012 13,311 11,538

4.70 4/1/2013 14,094 10,924

4.80 4/1/2014 14,094 10,262

4.90 4/1/2015 14,877 9,586

5.00 4/1/2016 15,660 8,856

5.10 4/1/2m7 16,443 8,074

5.10 4/1/2018 17,226 7,236

5.15 4/1/2019 18,009 6,356

5.20 4/1/2020 18,792 5430

5.20 4/1/2021 19,575 4,452

5.20 4/1/2022 21,141 3,434

5.25 4/1/2023 21,924 2,334

525 4/1/2024 22,551 1,182

$ 287205 5 155,548
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City of Huntington Woods, Michigan
Notes to Financial Statements, continued

June 30, 2006

Note 5

Defined Benefit Pension Plan

Plan Description

The City participates in the Michigan Municipal Employees’ Retirement System (MERS), an agent
multiple-employer defined benefit pension plan that covers virtually all of the full-time employees of the
City. The MERS provides retirement, death and disability benefits to employees that were employed by
the City prior to July 1, 1998. Public Act 220 of 1996 assigns the authority to establish and amend the
benefit provisions of the MERS plan document. The MERS issues a publicly available financial report that
includes financial statements and required supplementary information. That report may be obtained by
writing to the MERS at 7150 Harris Drive, P.O. Box 30171, Lansing, Michigan 48909-7671 or by calling
(989) 322-5103.

Funding Policy

The City is required to contribute at an actuarial determined rate: the current rate is between 0.00% and
39.63% of covered payroll for individual employee groups. A retirement contribution rate of 5% of payroll
is required by all full time employees and has been negotiated into all union employee contracts with the
exception of the Public Safety Officers (PSO) union, which began contributions on July 1, 2002. The
current contribution rate is 5% for this group. The rates are established by the City through collective
bargaining and may be changed or amended by the MERS Board of Trustees.

Annual Pension Cost

For the year ended June 30, 2006, the City’s annual pension cost of $518,124 was equal to the required and
actual contribution. The annual required contribution was determined as part of the December 31, 2005
actuarial valuation using the entry age normal actuarial cost method. Significant actuarial assumptions
used included: (a) an 8.0% investment rate of return, (b} projected salary increases of 4.50%, plus a
percentage based upon an age related scale to reflect merit, longevity and promotional salary increases of
between 0.00% and 8.40%, and (c) the assumption that benefits will not increase after retirement.

The actuarial value of assets is determined on the basis of a method that calculales expected income at the
valuation rate of return and adds a portion of the difference between the expected investment income and
the actual investment income earned on a market value basis. The difference in investment income
between expected return and market return is recognized over a 5-year period at a rate of 20% a year. This
asset valuation method was first adopted for the December 31, 2003 valuation and is applied in the present
valuation period.

In calculating the annual required contribution for reporting and disclosure purposes, the following
amortization methods are used:

For divisions that are closed to new hires and less than 100% funded, a 30-year level dollar amortization
is used.

For ali other divisions, a level percentage of payroll amortization is used, based on the assumption that
payroll increases 4.5% per year. The standard amortization peried is 30 years for positive unfunded
liabilities. This period will be reduced by one year in each annual valuation. The standard amortization
period for negative unfunded liabilities is 10 years, with the 10-year period re-established with each
annual actuarial valuation.
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City of Huntington Woods, Michigan

Notes to Financial Statements, continued

June 30, 2006
Note 5 - Defined Benefit Pension Plan - Continued
Five Year Trend Information for MERS
Fiscal Annual Percentage Unfunded
Year Pension of APC Annual
Ended Costs (APC) Contributed Contribution
6/30/02 $ 309,867 100% % -
6/30/03 366,024 100% -
6/30/04 462,108 100% -
6/30/05 476,580 100% -
6/30/06 518,124 100% -
Schedule of Funding Progress
Actuarial UAALasa
Accrued Percentage
Liabilities Unfunded of
Actuarial  Actuarial (AAL) AAL Covered
Valuation  Value of Entry (UAAL) Funded Covered Payroll
Date Assets (a) Age (b) (b-a) Ratio (a/b) Payroll (c) (b-a)/c)
12/31/01 $ 10,893,582 % 15,446,029 $ 4,552,447 71% $ 1,916,348 238%
12/31/02 10,562,124 16,352,580 5,790,456 65% 1,859,165 311%
12/31/03 10,662,961 16,858,593 6,195,632 63% 2,008,652 308%
12/31/04 10,742,562 17,215,559 6,472,997 62% 1,993,108 325%
12/31/05 10,994,105 17,829,987 6,835,882 62% 2,344,342 292%
Note 6 - Defined Contribution Plan

The City offers a defined contribution plan where the contribution rate for the City is between 8% and 10%
This contribution rate is established by contractual agreement and Commission
resolution, and may be changed from time-to-time. Under the terms of the plan the employee may
contribute to the plan on a voluntary basis. The decision to contribute on the part of the emplovee may
effect the contribution provided by the City. Plan documentation and regulations have been filed with the
MMERS Board of Trustees and the International City Management Association (ICMA} which administers
the plan. The City's annual employer contribution amounted to $71,467 for the fiscal year ended June 30,

of gross payroll.

2006.
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City of Huntington Woods, Michigan
Notes to Financial Statements, continued

June 30, 2006
Note7 - Changes in General Fund Reserves and Net Assets/Fund Balance
Balance Balance
July 1,2005 _Additions Reductions June 30, 2006
Designated
Property tax refund reserve $ 103,368 § - $ 30,174 % 73,194
Undesignated 539,149 - 133,879 405,270

Totals $ 642517 % - $. 164033 §$ 478,464

Note8 - Capital Planning Fund Reserves
The Capital Planning Fund has reserved fund balances as follows:

Reserved Parks and Recreation $ 100,165
Reserved Interstate 696 31,350

The City operates thirteen acres of park land to which no revenues are received. $100,165 has been
reserved for projects relating to the parks and recreation master plan.

Contract documents with the State of Michigan indicate the entire maintenance of the perimeter wall and
berm area of Interstate 696 are the City's responsibility to maintain, therefore, the City has reserved
$31,350 for maintenance of this area.

Note 9 - Interfund Transfers
Transfers
In Out

General Fund $ 140,604 $ 1,287,240
Major Street Fund - 35,000
Local Street Fund 160,000 -
Capital Planning Fund 219,371 -
Sanitation Fund - 25,210
Recreation Fund 501,889 -
Capital Projects Fund 3,000 -
Water Fund - 116,444
Retirement Benefit Fund 434,500 2,000
Health Insurance Fund 6,480 -

Total 5 1465894 $ 1,465,894
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City of Huntington Woods, Michigan

Notes to Financial Statements, continued

June 30, 2006

Note 10 -

Note 11 -

Note 12 -

Post-Retirement Benefits

The City has an obligation to cover all former full-time retired employees for hospitalization insurance and
pay their premium as long as they collect a pension. The City has historically paid this obligation on a
pay-as-you-go basis. This expense amounted to $409,416 for the fiscal year ended June 30, 2006 and covers
31 retired employees. The City has reserved $112,762 in the post-retirement benefits fund as of June 30,
2006.

Federal Funding

The City received Federal funds through the Oakland County Community Development Block Grant
Program. The City of Huntington Woods, Michigan received $17,350 in grant allocations in fiscal year
2005-2006.

Risk Management

The City has entered into a joint powers agreement with other Michigan units of government for its
general liability, property damage insurance including auto and public officials' liability, contractors
equipment and workers’ compensation. The City’s maximum deductibles are as follows: property $250,
liability $-0-, and property and crime $250. Under the regulations of the state pool there is no yearly stop
loss limit provided. The City does maintain a Loss Reserve Fund Balance in escrow with the Michigan
Municipal Risk Management Association of $303,474 as of June 30, 2006. The dissemination of these
dollars rests with the City Commission.

The City accounts for transactions related to these risks in accordance with GASB No. 10, “Accounting and
Financial Reporting for Risk Financing and Related Insurance Issues”, which states that a liability for
claims must be reported if information prior to the issuance of the financial statements indicates it is
probable that a liability has been incurred at the date of the financial statements, and the amount of the
loss that can be reasonably estimated.

No settlements have exceeded insurance coverage during the last three years. The City has made no

significant reductions in insurance coverage during the year. The City has received no indication that any
significant losses exist at June 30, 2006, and thus no liability has been recorded.
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CITY OF HUNTINGTON WOODS, MICHIGAN

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET TO ACTUAL - GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2006

Budgetary Fund Balance - July 1, 2005

Resources (Inflows)
Property taxes
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeits
Interest income
Transfers - in
Other

Amounts available for
appropriation

Charges to Appropriations (Qutflows)
General government
Public safety
Public works
Library
Employee benefits
Transfers - out

Total charges to appropriations

Budgetary Fund Balance - June 30, 2006

Variance With
Final Budget

Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)
$ 642,517 % 643,517 $ 642,517 % -

4,097,685 4,132,685 4,069,489 {63,196)

288,500 339,000 340,215 1,215

616,213 616,213 601,144 (15,069)

80,000 80,000 90,598 10,598

207,000 236,800 250,160 10,360

- 29,000 88,859 59,859
178,854 178,854 140,654 (38,200}

83,000 83,000 213,419 130,419

5,551,252 5,698,552 5,794,538 95,086
1,053,317 1,053,317 1,082,652 (29,335}

1,653,145 1,653,146 1,623,066 30,080

231,162 231,162 208,616 22,546

428,687 442 687 429,309 13,378

1,454,102 1,469,102 1,327,708 141,394
1,287,240 1,139,740 1,287,240 (147,500}

6,107,654 5,989,154 5,958,591 30,563

$ 86,115 $ 351,915 $ 478,464 5 126,549

See accompanying note to financial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET TO ACTUAL - SANITATION FUND
FOR THE YEAR ENDED JUNE 30, 2006

Budgetary Fund Balance - July 1, 2005

Resources (Inflows)
Property taxes
Other
Interest income

Amounts available for
appropriation

Charges to Appropriations (Qutflows)
Administrative
Employee benefits
Professional services
Transfers - out

Total charges to appropriations

Budgetary Fund Balance - June 30, 2006

Variance With
Final Budget

Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) {Negative)
5 72,449 $ 72,449 $ 72,449 5 -
504,089 504,089 503,398 (691}
1,600 9,500 9,505 5
7,500 7,500 7,623 123
513,189 521,089 520,526 {563}
77,571 77,571 76,367 1,204
21,750 21,750 21,750 -
408,260 418,260 425,197 (6,937)
25,210 25,210 25,210 -
532,791 542,791 548,524 {5,733}
5 52,847 % 50,747 $ 44,451 S (6,296)

See accompanying note to financial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET TO ACTUAL - RECREATION FUND

FOR THE YEAR ENDED JUNE 30, 2006

Budgetary Fund Balance - July 1, 2005

Resources {Inflows})
Property taxes
Aquatic Club charges
Program fees
Interest income
Other
Transfers - in

Amounts available for
appropriation

Charges to Appropriations (Qutflows)
Bus
Recreation
Programs
Peol

Total charges to appropriations

Budgetary Fund Balance - June 30, 2006

Variance With
Final Budget
Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)
77,275 $ 77,275 $ 77,275 -
62,002 62,002 61,580 (422)
180,000 180,000 186,133 6,133
780,000 834,900 811,148 (23,732)
1,500 1,500 102 (1,398)
500 500 10,386 9,886
501,889 501,889 501,889 -
1,525,891 1,580,791 1,571,238 {9,553)
46,245 53,545 55,367 178
462,482 462,482 462,235 247
868,886 914,486 873,343 41,143
168,290 168,290 182,307 {14,017}
1,545,903 1,600,803 1,573,252 27,551
57,263 $ 57,263 & 75,261 17 998
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City of Huntington Woods, Michigan
Notes to Required Supplemental Information

June 30, 2006

Note 1

Compliance and Accountability

Budgetary Information - An annual budget is adopted on a basis consistent with the accounting principles
generally accepted in the United States of America (GAAP) as applicable to governmental units, except
that fund balance appropriations and transfers are budgeted as either revenue or expenditures to balance
the budget. All annual appropriations lapse at the end of each fiscal year.

The annual budget is prepared based upon the chart of accounts prescribed by the P.A. 2 of 1968 and as
amended and P.A. 621 of 1978 the Uniform Budgeting and Accounting Act. The City budget, including all
non-agency funds is adopted by the City Commission as required by City Charter and amended
ordinances. The line-item budget is adopted by category and amended as such.

The City Manager and/or Finance Director is authorized to create new appropriation centers or activities
as necessary and disclose any changes to the City Commission through monthly transmittals. Changes
that will require additional appropriations from fund balance or a change in the overall appropriation as
originally adopted, will require a resolution of the City Commission.

Transfers of any nature from the contingency account as set aside under the original budget adoption must
be brought to the City Commission for approval.

Budgeted amounts of the revenues and expenditures presented in this document are a summarization of
the budgeted amounts as originally adopted or amended by the City Commission. Individual
amendments are not shown, as they were not material in relation to the original appropriations resolved
by the City.

Excess expenditures over those appropriations that were adopted by the City Commission are shown and
detailed in the budget compliance section (Note 1} of this report.
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CITY OF HUNTINGTON WOODS, MICHIGAN
COMBINING BALANCE SHEET - NONMAJOR GOVERNMENTAL FUNDS
JUNE 30, 2006

ASSETS
Nonmajor Special Revenue Funds Nonmajor Debt Service Funds Total
Major Local Capital Debt Street GWK Nonmajor
Street Street Planning Service Debt Service Drain Debt Capital Governmental
Fund Fund Fund Fund Fund Fund Projects Funds
Cash and cash equivalents $ 17,867  § 4238 B 3,525 % 3087 % 5504 & 16,377 % 3748 0§ 59,346
Investments 206,333 29,705 160,000 106,320 61,000 217,584 6,215 790,157
Accounls receivable 41,534 17,095 - 3,670 4,373 1,986 - 68,658
Due from other funds - - - - - - 3,000 3,000
Total assets $ 268,734 5 51,038 3 103,525 3 118077 & 70877 % 235947 & 12,963 & 921,161
LIABILITIES AND FUND BALANCES
Liabilities
Accounts payable % 2,032 % 2,845 % 5013 5 138 % - S - b 11984 & 22,012
Accrued payroll and
withholdings 1,584 2,468 - - - - - 4,052
Total Hahilities 3,616 5,313 5013 138 - - 11,984 26,064
Fund Balances
Reserved for
Special assessment debt 4,500 - 131,515 - - - - 136,015
Unreserved
Designated - - - - - - 974 979
Undesignated 260,618 45,725 26,997 117,939 70,877 233,947 - 758,103
Total fund balances 265,118 45,725 158,512 117,939 70,877 235,947 979 895,007
Total liabilities and
fund balances 5 268734 0§ 51,038 5 163525 § 118077 S 70,877 % 235947  § 12963 §$ 921,161
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CITY OF HUNTINGTON WOODS, MICHIGAN
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND

BALANCES - NONMA]JOR GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2006

Nonmajor Special Revenue Funds Nonmajor Debt Service Funds Total
Major Local Capital Debt Street GCWK Nonmajor
Street Sireet Planning Service Debt Service Drain Debt Capital Governmental
Fund Fund Fund Tund Fund Fund Projects Funds
Revenues
Properly taxes and special
assessments 5 - S - B - s 419,281 % 501,984 % 22744 % - < 1,148709
Intergovernmental 251,536 123,669 - - - - - 375,205
Interest 6,010 3,854 3,277 5041 4,456 7,502 1446 31,586
Other 16,684 2,131 4,000 - - 34,807 - 57,622
Total revenues 274,230 129,654 7.277 424,322 506,440 269,753 1446 1,613,122
Expenditures
Currert
Maintenance 147,907 260,622 - - - - - 408,529
Traffic services 26,577 6,731 - - - - - 33,308
Snow and ice removal 26,734 17,232 - - - - - 43,966
Administrative 20412 11,236 - - - - 542 35,190
Capital outlay - - 118,207 - - - 58,949 177,156
Debt service
Principal - - 56,628 250,000 275,000 148,926 - 3,554
Interest and other
charges - - 2,168 162,088 233,278 98,452 - 495,986
Total expenditures 227,630 295,821 177,003 412,088 508,278 247,378 59,491 1,927 689
txcess of Revenues Over
(Under) Expenditures 46,600 (166,167) (169,726) 12,234 (1,838) 22,375 (58,045) (314,567}
Other Financing Sources
(Uses)
Transfers - in - 160,000 219,371 - - - 3,000 382,371
Transfers - out {35,000} - - - - - {35,000
Total other financing
sources {uses) (35,000) 160,000 219,371 - - - 3,000 347371
Excess of Revenues Over
(Under} Expenditures
and Other Financing
Sources (Uses) 11,600 (6,167} 49,645 12,234 (1,838) 22,375 (55,045) 32,804
Fund Balances - July 1, 2005 253,518 51,892 108,867 105,705 72,715 213,572 56,024 862,293
Fund Balances - June 30,2006 35 265,118 % 45,725 & 158512 S 117,938  § 70877 % 235047 & 379 % 895,097
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CITY OF HUNTINGTON WOODS, MICHIGAN
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET TO ACTUAL - MAJOR STREET FUND

FOR THE YEAR ENDED JUNE 30, 2006

Budgetary Fund Balance - July 1, 2005

Resources (Inflows)
Intergovernmental
Other
Interest income

Amounts available for
appropriation

Charges to Appropriations (Qutflows)
Maintenance
Traffic services
Snow and ice removal
Administrative
Transfers - out

Total charges to appropriations

Budgetary Fund Balance - June 30, 2006

Variance With
Final Budget
Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)
253,518 % 253518 % 233,518 %
276,144 276,144 251,536 {24,608)
16,500 16,500 16,684 184
4,000 4,000 6,010 2,010
296,644 296,644 274,230 (22,414)
154,115 154,115 147,907 6,208
11,779 11,779 26,577 (14,798)
44,615 44,615 26,734 17,881
35,302 35,302 26,412 8,890
25,000 35,000 35,000 -
270,811 280,811 262,630 18,181
279 351 $ 269351 % 265,118 % 4,233}
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CITY OF HUNTINGTON WOODS, MICHIGAN

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET TO ACTUAL - LOCAL STREET FUND
FOR THE YEAR ENDED JUNE 30, 2006

Variance With
Final Budget
Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)
Budgetary Fund Balance - July 1, 2005 3 51,892 51,892 $ 51,892 5 -
Resources {Inflows)
Intergovernmental 114,130 114,130 123,669 9,539
Other 25,000 35,000 2,131 (32,869)
Interest income 30,000 30,000 3,854 {26,146)
Transfers - in 153,100 153,100 160,000 6,900
Amounts available for
appropriation 322,230 332,230 289,654 {42,576)
Charges to Appropriations (Outflows)
Maintenance 235,298 235,298 260,622 (25,324)
Traffic services 7,949 7,949 6,731 1,218
Snow and ice removal 26,536 26,536 17,232 9,304
Administrative 52,356 52,356 11,236 41,120
Total charges to appropriations 322,139 322,139 295,821 26,318
Budgetary Fund Balance - June 30, 2006 5 51,983 61983 S 45725 & {16,258)
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CITY OF HUNTINGTON WOODS, MICHIGAN

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET TO ACTUAL - CAPITAL PLANNING FUND

FOR THE YEAR ENDED JUNE 30, 2006

Variance With
Final Budget

Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)
Budgetary Fund Balance - July 1, 2005 $ 108867 % 108,867 & 108,867 S -
Resources {(Inflows)
Other 19,000 23,000 4,000 (19,000)
Interest income 2,500 2,500 3,277 777
Transfers - in 219,371 219,371 219,371 -
Amounts available for
appropriation 240,871 244,871 226,648 (18,223)
Charges to Appropriations (Qutflows)
Capital outlay 118,525 93,525 118,207 (24,682)
Debt service - principal 56,628 56,628 56,628 -
[nterest 2,168 2,168 2,168 -
Total charges to appropriations 177,321 152,321 177,003 (24,682)
Budgetary Fund Balance - June 30, 2006 $ 172,417 % 201417 % 158512 & (42,905}
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CITY OF HUNTINGTON WOODS, MICHIGAN

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET TO ACTUAL - DEBT SERVICE FUND

FOR THE YEAR ENDED JUNE 30, 2006

Variance With
Final Budget

Budgeted Amounts Actual Amounts Positive
Original Final {Budgetary Basis) {Negative)
Budgetary Fund Balance - July 1, 2005 3 105,705 $ 105,705 ] 105,705 S -
Resources (Inflows)
Property taxes 421,950 421,950 419,281 (2,669)
Interest income 5,000 5,000 5,041 41
Amounts available for
appropriation 426,950 426,950 424 322 {2,628)
Charges to Appropriations (Qutflows)
Debt service - principal 254,000 250,000 250,000 -
Debt service - interest 161,950 161,950 162,088 (138)
Total charges to appropriations 411,950 411,950 412,088 (138)
Budgetary Fund Balance - June 30, 2006 $ 120,705 b 120,705 3 117,939 3 (2,766}
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CITY OF HUNTINGTON WOODS, MICHIGAN
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET TO ACTUAL - STREET DEBT SERVICE FUND
FOR THE YEAR ENDED JUNE 30, 2006

Budgetary Fund Balance - July 1, 2005

Resources (Inflows)
Property taxes
[nterest income

Amounts available for

appropriation

Charges to Appropriations (OQutflows}
Debt service - principal
Debt service - interest

Total charges to appropriations

Budgetary Fund Balance - June 30, 2006

Variance With
Final Budget

Budgeted Amounts Actual Amounts Positive

Original Final {Budgetary Basis) (Negative)

8 72715 % 72715 % 72715 § -
502,716 502,716 501,984 (732)
5,500 5,500 4,456 (1,044)
508,216 508,216 506,440 (1,776}

275,000 275,000 275,000 -
233,216 233,216 233,278 (62}
508,216 508,216 508,278 {62)
$ 72715 % 72715 & 0877 8 {1,838)
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CITY OF HUNTINGTON WOODS, MICHIGAN

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET TO ACTUAL - GWK DRAIN DEBT FUND

FOR THE YEAR ENDED JUNE 30, 2006

Variance With

Final Budget
Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)
Budgetary Fund Balance - July 1, 2005 $ 213572 % 213572 % 213,572 %
Resources (Inflows)
Property taxes 228,300 228,300 227,444 (836}
Other 34,808 34,808 34,807 (1)
Interest income 4,500 4,500 7,502 3,002
Amounts available for
appropriation 267,608 267,608 269,753 2,145
Charges to Appropriations (Outflows})
Debt service - principal 148,927 148,927 148,626 1
Debt service - interest 101,181 101,181 08,452 2,729
Total charges to appropriations 250,108 250,108 247,378 2,730
Budgetary Fund Balance - June 30, 2006 ) 231,072 5 231072 § 235547 S 4,875
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CITY OF HUNTINGTON WOODS, MICHIGAN

COMBINING STATEMENT OF NET ASSETS - INTERNAL SERVICE FUNDS

JUNE 30, 2006
Retirement Health
Equipment Benefits Insurance
Fund Fund Fund Total
Assets
Current Assets
Cash and certificates of deposit % 13,076 % 67,818 % 43,196 & 124,180
Investments - at fair value 246,300 548,000 - 794,300
Prepaid expenses - 21,028 - 21,028
Due from other funds - 147,500 - 147,500
Total current assets 259,376 784,446 43,196 1,087,018
Property, Piant and Equipment 1,883,609 - - 1,883,609
Less accumulated depreciation 856,493 - - 856,493
Undepreciated cost 1,027,116 - - 1,027,116
Total assets $ 1,286,492 % 784446 % 43196 $ 2,114,134
Liabilities
Accounts payable s 1,997 % 11,928 & - $ 13,925
Due to employees - 659,600 - 659,600
Accrued liabilities 753 156 - 909
Noncurrent liabilities
Due within one year 24,853 - - 24,853
Due in more than one year 130,192 - - 130,192
Total liabilities 157,795 671,684 - 829,479
Net Assets
Invested in capital assets, net of related debt 872,071 - - 872,071
Net Assets
Restricted 180,000 - - 180,000
Unrestricted 76,626 112,762 43,156 232,584
Total net assets 1,128,697 112,762 43,196 1,284,655
Total liabilities and net assets $ 1,286,492 % 784,446 % 43,196 % 2,114,134
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CITY OF HUNTINGTON WOODS, MICHIGAN

COMBINING STATEMENT OF OPERATIONS AND CHANGES IN NET ASSETS -
INTERNAL SERVICE FUNDS

FOR THE YEAR ENDED JUNE 30, 2006

Retirement Health
Equipment Benefits Insurance
Fund Fund Fund Total
Operating Revenues
Charges for services $ 202,660 % - $ - 5 202,660
Other 28,336 - - 28,336
Total operating revenues 230,996 - - 230,996
Operating Expenses
Depreciation 153,145 - - 153,145
Other 146,651 409,416 - 556,067
Total operating expenses 299,796 409,416 - 709,212
Operating loss (68,800) (409,418) - {478,216}
Nonoperating Revenues
Interest on investments 6,856 16,188 1,012 24,056
Transfers - In (Net) - 432,500 6,480 438,980
Net income (loss) (61,944) 39272 7,492 {15,180}
Net Assets - July 1, 2005 1,190,641 73,490 35,704 1,299,835
Net Assets - June 30, 2006 $ 1,128,697 % 112,762 § 43196 % 1,284 655
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CITY OF HUNTINGTON WOODS, MICHIGAN

COMBINING STATEMENT OF CASH FLOWS - INTERNAL SERVICE FUNDS

FOR THE YEAR ENDED JUNE 30, 2006

Cash Flows From Operating Activities:
Receipts from customers
Payments to suppliers for goods and services
Payments to employees for services

Net cash used in operating activities

Cash Flows From Noncapital Financing Activities:
Interfund transfers

Cash Flows From Capital and Related Financing
Activities:
Acquisition of property, plant and equipment
Proceeds from sale of fixed assets
Proceeds from long-term debt
Payments of long-term debt
Bank overdraft

Net cash used in capital and related
financing activities

Cash Flows From Investing Activities:
Interest received

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents - July 1, 2005
Cash and Cash Equivalents - June 30, 2006

Reconciliation of operating loss to net cash
used in operating activities;

Operating loss
Depreciation
Gain on sale of fixed assets

Adjustments to reconcile operating loss
to net cash used in operating
activitics:

Decrease in accounts receivable
Increase in prepaid expenses

Increase in due from other funds
Increase (decrease) in accounts payable
Increase {decrease) in other liabilities

Total adjustments

Net cash used in operating activities

Retirement Health
Equipment Benefits Insurance
Fund Fund Fund Total
230,996 - - $ 230,996
{225,633) - - (225,633)
(35,630) (415,426) - {451,056)
(30,267) (415,4286) (445,093)
- 432,500 6,480 438,950
(193,504) - {193,504)
41,567 - - 41,567
98,100 - - 98,100
(17,808) - {17.808)
(191,981) - - (191,981)
(263,626) - - (263,626)
6,856 16,188 1,012 24,056
{287,037) 33,262 7,492 (246,283)
546,413 582,656 35,704 1,164,773
259,376 615,918 43,196 5 918,490
{68,800) (409,416) - 5 (478,216)
153,145 - - 153,145
(9,144} - - {9,144)
10,253 378 - 10,631
- (1,065) - (1,065}
- (97,5009 - (97,500)
(105,614) 8,921 - (96,693)
(10,107} 83,256 - 73,149
{105,468) (6,010) - (111,478)
(30,267) (415,426} - $ (445,693)
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CITY OF HUNTINGTON WOODS, MICHIGAN
STATEMENT OF NET ASSETS - FIDUCIARY FUND

JUNE 30, 2006
Agency
Fund
Assets
Cash and cash equivalents 994
Investments 500,000
Receivable 20,763
Total assets 521,757
Liabilities
Accounts payable 3,292
Accrued and other liabilities 234 893
Performance deposits 283,572
Total liabilities 521,757
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CITY OF HUNTINGTON WOODS, MICHIGAN
STATEMENT OF CHANGES IN NET ASSETS - AGENCY FUND
FOR THE YEAR ENDED JUNE 30, 2006

Balance Balance
July 1, 2005 Additions Deductions June 30, 2006
Assets
Cash and cash equivalents % 86,883 $ 649,091 $ 734,980 % 994
Investments 410,000 90,000 - 500,000
Receivable 37,132 20,763 37,132 20,763
Total assets % 534,015 $ 759,854 % 772,112 $ 521,757
Liabilities
Accounts payable % 23880 % 37669 % 392257 % 3292
Accrued and other liabilities 274,409 417,988 457,504 234,893
Performance deposits 235,726 339,262 291,416 283,572
Total liabilitics S 534015 % 1,128919 % 1,141,177 & 521,757
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CITY OF HUNTINGTON WOODS, MICHIGAN

NET ASSETS BY COMPONENT
LAST FOUR FISCAL YEARS
(accrual basis of accounting)

Fiscal Year

2003 2004 2005 2006
Governmental activities
Investment in capital assets, net of related debt % 9,747,600 13,355,636 % 13,718,189 14,050,776
Restricted 136,015 136,015 136,015 136,015
Unrestricted 2,555,351 2,171,361 1,792,529 1,763,371
Total governmental activities net assets $ 12,438,966 15,663,012 % 15,646,733 15,950,162
Business-type activities
Investment in capital assets, net of related debt $ 2,827,091 2,771,663 % 2,510,107 2,452,939
Unrestricted 1,469,207 1,446,537 1,641,358 1,845,062
Total business-type activities net assets $ 4,296,298 4218200 % 4,151,465 4,298,001
Primary government
Investment in capital assets, net of related debt $ 12,574,691 16,127,299 $ 16,228,296 16,503,715
Restricted 136,015 136,015 136,015 136,015
Unrestricted 4.024,558 3,617,898 3,433,887 3,608,433
Total primary government net assets § 16,735,264 19,881,212 % 19,798,198 20,248,163

Additienal years have not been provided due to the reclassification of funds required for

implementation of GASB Statement No. 34 in fiscal year 2003.
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CITY OF HUNTINGTON WOODS, MICHIGAN
CHANGES IN NET ASSETS

LAST FOUR FISCAL YEARS

(accrual basis of accounting)

Expenses

Guovernmental activities:
General government
Public safety
Public works
Library
Maintenance
Tralfic services
Snow and 1ce remaval
Administrative
Aquatic {Club
Recreabion
Capital outlay
Irterest on debl

Tatal governmental activities expenses

Business-type activities:
Water

Total primary government expenses

Program Revenues
Covernmental activities:
Charges for services
Operating grants and contributions
Capital grants and contributions

Tatal governmental activilies program reventies

Business-type acvitias:

Charges for services

Total primary government program reventes

Net Revenue/(Expenses)
Governmental activities

Business-tvpe activibies

Total primary government net expense

General Revenues and Other Changes in Nets Assels

Governmental activities:
Property taxes
Praperty lax - debt service
State shared revenue
Investment earnings
Other

I'ransfers - internal activities
Total governmental activities

Business-type activities:
lnvestment earnings

Transfers - internal aclivities
Total business-lype activities
Total primary government

Change in Net Assets
Governmental activibies

Business-typ activities

Tatal pnimary government

Additional years have not been provided due to the reclassification of funds required for
implementation of GASB Statement No. 34 in [iscal year 2003.

Fiscal Year

2003 2004 2005 2006

5 3971148 3677462 $ 3,862,617 % 3,718,630
1,481,645 1,502,117 1,598,567 1,082,452

350,869 229,489 217,363 264,741

377K 418,550 435,380 452,332

281,563 411,502 407,231 08,529

9,649 20971 15,756 33,308

56,057 34,585 58,644 43,966

192,286 172,247 206.660 114,557

144,003 188,569 189,009 182,307

11175 1,320,142 1,365,100 1,328,134

516,754 67,875 -

- 523,336 524 043 495 986

$ 8,472,151 8,787,345 $ 8880376 ) 8,924,948
1,187,209 1,377.640 1,598,457 1,499,103

% 9,659,360 10,165.185 ] 10475 533 5 10.424.051
% 1415403 1,825,036 $ 1,927,417 3 1,997,721
355,544 343,415 380,025 7712

§3,060 12,216 # 465 9,055

$ 1,854,007 2,230,667 3 2,215907 $ 2,404 A58
1,528,824 1,500,798 1.611,27¢ 1,721,141

3 3382831 3731463 $ 3927186 $ 4,125,629
$ (6.618,144) {6,556.878}) S (6,564 464) 3 {6,520, 464)
1615 123,158 12,822 222038
% 6,276,529 5,433,720 & (6,55 1,647) 8 (6,295,122
$ 4052110 4,024,806 b1 4,331,025 $ 4,634,466
1.055,705 1,120,667 1,168,160 1,148,714

656,393 607,762 391,245 586,265

205,972 23,710 106,576 152,226

22,178 534,758 244,749 185,778

247,851 208,054 106,435 116,434

% 6,294,211 6,040,357 $ £,548,19) $ £,823,889
32,654 7398 26,878 0,942
(257,851) (208,654) (106,435) (116.444)
{265,197) {201.256) (79,557) {75,502)

$ 6029014 5834 101 $ 6,368,633 % 6,748,387
§ (323,933) {516,521) 5 {16279} 5 3429
76418 (78,098) {66.733) 146,536

$ (247 515) (594,619}  $ {83.014) $ J4965
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CITY OF HUNTINGTON WOODS, MICHIGAN

FUND BALANCES, GOVERNMENTAL FUNDS

LAST FOUR FISCAL YEARS

Fiscal Year

General Fund
Unreserved

All Other Governmental Funds

Reserved

Unreserved, reported in
Special revenue funds
Capital projects funds
Debt service funds

Total all other governmental funds

Total Governmental Funds $

2003 2004 2005 2006
$ 1,041,146 789,472 % 642,517 478,464
136,015 136,015 136,015 136,015
563,450 523,578 427,986 453,052
348,296 124,350 56,024 979
283,634 349,197 391,992 424,763
1,331,395 1,133,140 1,012,017 1,014,809
2,372,541 1,922,612 5 1,654,534 1,493,273

Additional years have not been provided due to the reclassification of funds required for

implementation of GASB Statement No. 34 in fiscal year 2003.
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CITY OF HUNTINGTON WOODS, MICHIGAN
CHANGES IN FUND BALANCES, GOVERNMENTAL FUNDS

LAST FOUR FISCAL YEARS
Fiscal Year
2003 2004 2005 2006
Revenues
Property taxes and
special assessments 5,043,298 & 5145473  $ 5,499,185 5,783,176
Licenses and permits 170,284 223,242 328,879 340,215
Intergovernmental 1,027,792 997,471 961,806 976,349
Charges for services 72,660 70,708 79,883 90,598
Aquatic Club charges 173,394 171,600 185,032 186,133
Program fees 622,088 800,147 808,819 811,148
Fines and forfeits 147,881 162,664 223,307 250,160
Investment income 184,811 18,370 87,275 128,170
Other 202,130 253,418 344,958 290,932
Total revenues 7,644,338 7,843,093 8,519,144 8,856,881
Expenditures
General government 963,871 961,281 1,042,830 1,082,652
Public safety 1,481,645 1,498,337 1,598,567 1,623,066
Public works 350,869 227,553 215,427 208,616
Library 377,000 386,490 408,473 429,309
Maintenance 281,565 411,802 407,231 408,529
Traffic services 9,649 20,971 15,756 33,308
Snow and ice removal 56,057 54,585 58,644 43,966
Administrative 192,286 172,247 206,666 114,557
Aquatic Club 144,003 188,969 189,009 182,307
Recreation 1,091,175 1,294,302 1,337,510 1,390,945
Employee benefits 894,233 1,139,146 1,251,138 1,349,458
Professional services 382,412 396,731 414,217 425,197
Capital Outlay 1,400,032 346,791 191,901 177,156
Debt service
Principal 478,188 630,535 709,245 730,554
Interest 516,754 523,336 524,043 495,986
Total expenditures 8,619,739 8,253,076 8,570,657 8,695,606
Excess of revenues over (under) expenditures (975,401) (409,983) (51,513) 161,275
Other Financing Sources (Uses)
Transfers - in 1,095,309 1,025,036 914,831 1,024,914
Transfers - out (1,031,658) (1,064,982) (1,131,396) (1,347,450)
Total other financing sources (uses) 63,651 (39,946} (216,565) (322,536)
Net changes in fund balances (911,750) % (449,929) §% (268,078) (161,261)
Debt service as a percentage of noncapital expenditures 6.26% 5.85% 5.79% 5.95%

Additional years have not been provided due to the reclassification of funds required for

implementation of GASB Statement No. 34 in fiscal year 2003.
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CITY OF HUNTINGTON WOODS, MICHIGAN
TAX REVENUES BY SOURCE, GOVERNMENTAL FUNDS
LAST TEN FISCAL YEARS

(accrual basis of accounting)

Year General Property Sales
Ended Property Tax and
June 30th: Taxes Debt Service Use Tax Total
1997 $ 3,200,778 $ 389,574 $ 667,535 g 4,257,887
1998 3,294,556 358,929 719,560 4,373,445
1999 3,858,803 341,658 751,689 4,952,150
2000 3,631,183 587,437 765,237 4,983,857
200 3,711,504 814,332 767,143 5,292,979
2002 3,848,658 1,001,163 751,606 5,601,427
2003 4,052,110 1,055,705 656,355 5,764,210
2004 4,024,806 1,120,667 607,762 5,753,235
2005 4,331,025 1,168,160 591,245 6,090,430
2006 4,634,466 1,148,710 586,265 6,369,441
Change
1997-2006 45% 195% -12% 50%
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CITY OF HUNTINGTON WOODS, MICHIGAN
PROPERTY TAX LEVIES AND COLLECTIONS

LAST TEN FISCAL YEARS
Total
Delinquent Collections
Fiscal Current Percent Personal Total as Percent
Year Ended Total Tax Tax of Levy Property Tax Tax of Current
June 30th: Levy Collections Collected Collections Collections Levy
1997 $ 3,590,352 $ 3,582,750 99.79% $ 7,602 $ 3,590,352 100.00%
1998 3,653,485 3,649,786 99.90% 3,699 3,653,485 100.00%
1999 4,200,461 4,196,797 99.91% 3,664 4,200,461 100.00%
2000 4,218,620 4,204,773 99.67% 13,847 4,218,620 100.00%
2001 4,525,836 4,517,277 99.81% 8,559 4,525 836 100.00%
2002 4,849,821 4,816,407 99.31% 33,414 4,849,821 100.00%
2003 5,107,815 5,099,478 99.84% 8,337 5,107,815 100.00%
2004 5,145,473 5,140,764 99.91% 4,709 5,145,473 100.00%
2005 5,499,185 5,493,401 99.89% 5,784 5,495,185 100.00%
2006 5,783,176 5,770,073 99.77% 13,103 5,783,176 100.00%

Source: City of Huntington Woods Assessor
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CITY OF HUNTINGTON WOODS, MICHIGAN
TAX INFORMATION

Taxes Due: July 1st
Payable: City, one third (1/3) of county taxes and fifty percent (50%) of school taxes are due and

payable July 1st at the office of the City Treasurer. (The remaining two-thirds of County
taxes and the remaining fifty percent (50%) of school taxes are due and payable
December 1st).

Penalties and Interest

for Delinquency: All City taxes paid on or before the 10th day of August shall be collected without
additional charge. There shall be added to all taxes paid after the 10th day of
August, one percent for each and every month that the amount remains unpaid;
provided however, that if one-half of the City taxes are paid on or before the 10th
day of August, the remaining one-half of the tax is duc on or before the 31st day
of October without additional charge, but should the latter ene-half not be paid
before the 31st day of October, then the taxes shall be subject to the charge of one
percent per month from August 10th. County taxes are to be paid on or before the
14th day of February without additional charge. All County taxes paid after the
14th day of February shall be subject to a penally of three percent. Commencing
March 1st, taxes cn real property are collected through the County Treasurer of
Qakland County, who adds and retains a collection fee or four percent and in addition
adds interest at the rate of one percent per month to the date of payment.

Lien on Property: Unpaid taxes, together with all charges thereon, become a continuing lien on the
property assessed. The General Tax Law provides for disposition at public sale of

real estate delinquent for taxes as follows:

Delinquent Tax

Date of 5ale Property to be Sold
July 2005 Year 2002
July 2006 Year 2003
State Land Saie: The General Property Tax Act, Public Act 206 of 1893, as amended, requires the

County Treasurer to foreclose on real property for failure to pay delinquent property
taxes. One March 1st, following the year taxes went delinquent a $175.00 fee and a
$18.00 recording fee will be added to the parcel. The interest rate on the unpaid
balance increases to 1.5% per month retroactive to the previous March 1st. In
February, properties that are delinquent for two years will be taken to the Circuit
Court for foreclosure. Property owners have 21 days from the foreclosure judgment
date to redeem the property by paying all taxes, penaltics, interest and fees. After 21
days the State is granted first right of refusal to purchase property at the greater of
minirmum bid or fair market value. The City has second right of refusal to purchase
property for a public purpose at the minimum bid price. The County may purchase
property at the minimum bid price following the local unit decision not to purchase.
Properties that are not purchased will be available for land sale. The land sale will
be a live auction. Parcels will be sold as-is at time of auction. Minimum opening bid
will be the sum of all delinquent taxes, including all interests, penalties, fees and

CXPG]’ISES.
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CITY OF HUNTINGTON WOODS, MICHIGAN
RATIO OF GENERAL BONDED DEBT OUTSTANDING

LAST TEN FISCAL YEARS
Less Percentage of
Available Estimated
Fiscal General Debt Actual Value Net Bonded
Year Ended Obligation Service of Taxable Debt per
June 30th: Bonds Funds Total Property Capita
1997 $ 738825 $ 72,778 $ 660,047 0.17% 104
1998 372,550 37,183 335,367 0.07% 52
1999 8,436,275 31,132 8,405,143 1.69% 1,309
2000 8,415,000 104,790 8,310,210 1.53% 1,351
2001 11,500,000 170,037 11,328,963 1.91% 1,842
2002 11,050,000 210,849 10,839,151 1.65% 1,762
2003 10,600,000 283,634 10,316,366 1.43% 1,677
2004 10,075,000 349,197 9,725,803 1.26% 1,581
2005 9,575,000 391,992 9,183,008 1.16% 1,493
2006 9,050,000 424,763 8,625,237 1.00% 1,402

General Obligation Bonds in this table represent only those bonds serviced from property tax revenues.
Source: City of Huntington Woods Assessor (estimated actual values)
Source: U.S. Census Department (population). See demographic and economic statistics schedule for details.
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CITY OF HUNTINGTON WOODS, MICHIGAN

DEMOGRAPHIC STATISTICS

LAST TEN FISCAL YEARS
Personal Per Capita K-12 School  Unemployment

Year Population Income Income Enrollment Rate
1997 6,419 $ 166,527,500 $ 25943 1,860 1.1%
1998 6,419 166,527,500 25,943 1,860 1.0%
1599 6,419 166,527,500 25,943 1,860 1.0%
2000 6,151 278,418,864 45,264 1,631 0.8%
2001 6,151 278,418,864 45,264 1,631 1.5%
2002 6,151 278,418,864 45,264 1,631 1.8%
2003 6,151 278,418,804 45,264 1,631 2.0%
2004 6,151 278,418,864 45,264 1,631 2.0%
2005 6,151 278,418,864 45,264 1,631 2.0%
2006 6,151 278,418,864 45,264 1,631 2.0%

Source: U.S. Census Department (pepulation)

Source:  U.S. Department of Labor (per capita income and unemployment rates)

Source: Southeast Michigan Council of Governments (personal income)
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